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PREFACE 


THIS  HANDBOOK  has  been  prepared  for  people  who  are  interested  in 
a  detailed  explanation  of  the  provisions  of  the  Federal  old-age,  survivors, 
and  disability  insurance  program.     It  tells: 

A.  How  the  program  operates. 

B.  Who  is  entitled  to  benefits. 

C.  How  to  get  them. 

For  further  assistance  in  social  security  matters,  the  nearest  social  secu- 
rity district  office  is  the  place  to  go.  The  social  security  district  office  rou- 
tinely provides  information  to  inquirers  and  advises  and  assists  claimants 
and  beneficiaries  free  of  charge  regarding  any  social  security  matter.  Even 
if  a  person  obtains  the  services  or  assistance  of  a  private  party  in  presenting 
his  claim,  he  should  visit  a  district  office  or  talk  to  a  social  security  repre- 
sentative and  get  advice  from  an  official  source  in  order  to  be  sure  of  protect- 
ing his  present  and  future  rights. 

The  material  in  this  handbook  is  based  on  the  law  and  regulations  in 
effect  on  1/1/60.  It  has  been  prepared  solely  for  convenient  reference 
purposes  and  does  not  have  the  effect  of  law.  Diligent  effort  has  been 
made  to  ensure  its  accuracy  but  there  can  be  no  guarantee  this  has  been 
achieved.  Should  there  be  any  conflict  between  material  in  this  handbook 
and  the  law  or  regulations,  the  latter  are,  of  course,  controlling. 

THE  SOCIAL  SECURITY  ACT,  as  amended,  and  related  laws  are  con- 
tained in  the  "Compilation  of  the  Social  Security  Laws,"  and  can  be  pur- 
chased from  the  Superintendent  of  Documents,  Government  Printing  Office, 
Washington  25,  D.C.     The  price  of  the  Compilation  at  present  is  $1.25. 

THE  REGULATIONS  relating  to  the  Federal  old-age,  survivors,  and 
disability  insurance  program  and  the  amendments  to  the  Regulations  are 
published  in  the  Federal  Register  and  Code  of  Federal  Regulations  under 
Title  20,  Employees  Benefits,  Chapter  III.  The  regulations  are  identified 
as  follows : 

A.  Regulation  No.  1  relates  to  the  limited  situations  in  which  informa- 
tion obtained  in  connection  with  the  administration  of  the  old-age, 
survivors,  and  disability  insurance  program  may  be  disclosed.  Dis- 
closure of  information  is  otherwise  prohibited  by  section  1106(a) 
of  the  Social  Security  Act.  This  regulation  appears  in  Title  20  of 
the  Code  of  Federal  Regulations  (Part  401)  and  its  supplements.  It 
is  also  printed  in  leaflet  form  and  can  be  obtained  free  in  single  copies 
at  social  security  district  offices. 

Ill 


B.  Regulations  No.  2  are  obsolete  except  as  provided  in  section  403.102 
of  Regulations  No.  3. 

C.  Regulations  No.  3  relate  to  the  law  in  effect  from  1940  to  1950.  As  in 
effect  on  12/31/48,  they  are  printed  in  Title  20  (Part  403)  of  the 
Code  of  Federal  Regulations. 

D.  Regulations  No.  4  relate  to  the  law  in  effect  after  passage  of  the  Social 
Security  Amendments  of  1950  and  are  printed  in  Title  20  (Part  404) 
of  the  Code  of  Federal  Regulations. 

The  Regulations  cast  be  purchased  from  the  Superintendent  of  Docu- 
ments, Government  Printing  Office,  Washington  25,  D.C.  The  prices  at 
present  are: 

A.  Title   20   of  the   1949   edition    of  the    Code    of   Federal 
Regulations S2.  75  each 

B.  Cumulative  Supplement  as  of  1/1/59 1.00  each 

C.  Issues  of  the  Federal  Register (usually)        .15  each 
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Chapter  1 


GENERAL 


100.  Scope  of  Social  Security  Act. 

101.  Entitlement  to  old-age,  survivors,  and  disability  insurance  benefits. 

102.  Benefits  payable. 

103.  Funds  available  for  benefit  payments. 

104.  Coverage  under  old-age,  survivors,  and  disability  insurance  program. 

105.  Administration  of  old-age,  survivors,  and  disability  insurance  program. 

106.  The  function  of  the  district  office. 

107.  Obtaining  a  social  security  card. 

108.  Checking  individual  earnings  records. 

109.  Filing  for  benefits, 

110.  Responsibility  for  proving  claim. 

111.  Processing  of  claim  by  district  office. 

112.  Duty  to  report  certain  events. 

113.  Information  program  of  district  office. 

114.  Obtaining  informational  materials. 

115.  Referrals  to  other  agencies. 

116.  Payment  center  is  reviewing  office. 

117.  Reconsideration  by  payment  center. 

118.  Events  reportable  by  beneficiary  to  payment  center. 

119.  Social  security  benefit  checks. 

120.  Combining  checks  to  husband  and  wife. 

121.  Combining  checks  to  family  unit. 

122.  Returning  checks  to  social  security  district  office. 

123.  Refunding  incorrect  payments. 

124.  Mailing  of  monthly  benefit  checks. 

125.  Endorsing  benefit  checks. 

126.  Social  security  benefits  unassignable. 

127.  Power  of  attorney. 

128.  Maintenance  of  earnings  records. 

129.  Recording  earnings  credits. 

130.  Confidentialness  of  social  security  records. 

131.  Furnishing     earnings     information     to     account     number     holder     or     his 
representative. 

132.  Furnishing    information    to    other    Federal    agencies    for    investigation    and 
prosecution. 

133.  Furnishing  information  to   Federal  agencies  administering  benefit  programs. 

134.  Furnishing  information  to  State  agencies. 

135.  Furnishing  information  to   State  and  Federal  agencies  relating  to  disability 
claims. 

136.  Furnishing  information  relating  to  State  and  local  coverage. 

137.  Information  obtainable  by  an  employer. 

138.  Information  obtainable  for  private  welfare  or  retirement  plans. 

139.  Medical  conditions  required  by  law  to  be  reported. 

140.  Information   obtainable    about   a    deceased,   insane,    amnesic    or   unconscious 
person. 

141.  Information  available  after  an  individual's  death. 


142.  Investigative  responsibilities  in  administering  the  social  security  program. 

143.  Fraud  in  connection  with  benefit  claims  and  earnings  records. 

144.  Other  fraudulent  offenses  affecting  the  social  security  program. 

145.  Nonpayment  of  benefits  no  bar  to  fraud  prosecution. 

146.  Penalties  upon  conviction  for  violating  penal  provision  of  Social  Security  Act. 

100.  THE  SOCIAL  SECURITY  ACT  covers  nine  programs.  These  pro- 
grams have  the  basic  objectives  of  keeping  individuals  and  families  from 
becoming  destitute  due  to  loss  of  earnings,  keeping  families  together,  and 
giving  children  the  opportunity  to  grow  up  in  health  and  security.  These 
nine  programs  may  be  grouped  under  three  categories: 

A.  Social  Insurance 

1.  Old-age,  survivors,  and  disability  insurance. 

2.  Unemployment  insurance. 

B.  Public  Assistance  to  the  Needy 

1.  Old-age  assistance. 

2.  Aid  to  the  blind. 

3.  Aid  to  dependent  children. 

4.  Aid  to  the  permanently  and  totally  disabled. 

C.  Children's  Services 

1.  Maternal  and  child-health  services. 

2.  Services  for  crippled  children. 

3.  Child  welfare  services. 

Though  the  Social  Security  Act  is  a  Federal  law,  the  Federal  Government 
operates  only  one  of  the  above  programs — the  old-age,  survivors,  and  dis- 
ability insurance  program.  It  is  with  this  program  that  this  handbook  is 
primarily  concerned.  The  other  8  programs,  operated  by  the  States  with 
Federal  cooperation,  are  discussed  briefly  in  chapter  20. 

101.  OLD-AGE,    SURVIVORS,    AND   DISABILITY    INSURANCE 

BENEFITS  ARE  PAID  under  a  social  insurance  program  administered  by 
the  Federal  Government.  The  payments  made  under  this  program  are 
commonly  known  as  "social  security  benefits." 

102.  Monthly  social  security  benefits  can  be  paid  to: 

A.  A  disabled  insured  worker  between  the  ages  of  50  and  65. 

B.  A  retired  insured  worker  (a  woman  at  age  62  or  over;  a  man  at  age 
65  or  over). 

C.  The  wife  of  a  retired  or  disabled  worker  entitled  to  benefits  if  she  is: 

1.  Age  62  or  over;  or 

2.  Caring  for  the  worker's  child  and  the  child  is  entitled  to  social 
security  benefits. 

D.  The  dependent  husband  of  a  retired  or  disabled  woman  entitled  to 
benefits  if  he  is  age  65  or  over. 

E.  The  dependent  unmarried  child  of  a  retired  or  disabled  worker  entitled 
to  benefits,  or  of  a  deceased  insured  worker  if  the  child  is: 

1.  Under  age  18;  or 


2.  Age  18  or  over  but  under  a  disability  which  began  before  age  18. 

F.  The  widow  of  a  deceased  insured  worker  if  the  widow  is  age  62  or  over. 

G.  The  widow  of  a  deceased  insured  worker,  regardless  of  her  age,  if  she 
is  caring  for  a  child  of  the  deceased  and  the  child  is  entitled  to  bene- 
fits. In  limited  instances  this  also  applies  to  a  former  wife  who  has 
been  divorced  from  a  deceased  worker  if  she  was  supported  by  the 
worker  at  the  time  of  his  death. 

H.  The  dependent  parents  of  a  deceased  insured  worker  (mother  at  age 
62  or  over,  father  at  age  65  or  over) . 

A  lump-sum  death  payment  can  also  be  paid  to  a  widow  or  widower 
who  was  living  in  the  same  household  with  the  insured  worker  at  the  time  of 
the  worker's  death.  If  there  is  no  such  eligible  widower  or  widow,  the  lump 
sum  can  then  be  paid  to  the  person  who  paid  the  worker's  burial  expenses. 

103.  To  pay  for  the  old-age,  survivors,  and  disability  benefit  pro- 
gram taxes  are  collected  from  employees,  employers,  and  the  self-employed, 
who  are  working  in  jobs  and  businesses  covered  by  social  security.  An 
amount  equivalent  to  the  social  security  taxes  is  deposited  in  two  trust 
funds: 

A.  The  Federal  Old- Age  and  Survivors  Insurance  Trust  Fund  (created  in 
1939) ;  and 

B.  The  Federal  Disability  Insurance  Trust  Fund  (created  in  1956) . 

The  fimds  are  held  by  a  Board  of  Trustees  which,  by  law,  is  composed  of 
the  Secretary  of  the  Treasury,  the  Secretary  of  Labor,  and  the  Secretary  of 
Health,  Education,  and  Welfare.  The  Conunissioner  of  Social  Security 
serves  as  Secretary  of  the  Board  of  Trustees.  The  deposits  in  the  two  trust 
funds  are  used  only  for  the  old-age,  survivors,  and  disability  insurance  pro- 
gram. Funds  that  are  not  needed  for  current  benefits  and  administrative 
expenses  are  invested  in  interest-bearing  Federal  securities  as  required  by 
law. 

104.  Nearly  9  out  of  10  workers  in  the  U.S.  are  covered  by  the  old- 
age,  survivors,  and  disability  insurance  program.  The  major  groups  not 
covered  are: 

A.  Federal  civilian  employees  covered  under  another  U.S.  retirement 
system. 

B.  Physicians  in  private  practice. 

C.  Employees  of  State  and  local  governments  who  have  not  been  covered 
by  a  Federal-State  agreement. 

D.  Christian  Science  practitioners,  ministers,  and  members  of  religious 
orders  performing  services  in  the  exercise  of  their  ministry  who  have 
not  elected  to  be  covered. 

E.  Certain  agricultural  workers. 

F.  Employees  of  certain  nonprofit  organizations  that  have  not  arranged 
for  social  security  coverage  for  their  employees. 


105.  THE  BUREAU  OF  OLD-AGE  AND  SURVIVORS  INSUR- 
ANCE administers  the  old-age,  survivors,  and  disability  insurance  program 
through: 

A.  Nearly  600  district  offices  located  in  the  principal  cities  and  towns  of 
the  U.S.  and  Puerto  Rico; 

B.  Seven  payment  centers  located  in  Baltimore,  Md.;  Birmingham,  Ala.; 
Chicago,  111.;  Kansas  City,  Mo.;  New  York,  N.Y.;  Philadelphia,  Pa.; 
and  San  Francisco,  Calif. ; 

C.  An  earnings  recordkeeping  division,  called  the  Division  of  Accounting 
Operations,  located  in  Baltimore,  Md. 

106.  THE  SOCIAL  SECURITY  DISTRICT  OFFICE  is  the  place 
where  a  person  can  get  a  social  security  account  number,  check  on  his 
earnings  account,  apply  for  benefits,  apply  for  a  disability  determination,  and 
get  full  information  about  his  and  his  family's  rights  to  benefits  and  their 
obligations  under  the  social  security  law.  There  is  no  charge  for  the  services 
of  the  district  office  staff. 

Regular  visits  to  outlying  areas  are  made  by  the  district  office  staff  to 
serve  people  who  live  at  a  distance  from  the  city  or  town  in  which  the  district 
office  is  located.  The  visits  are  made  to  locations  called  contact  stations. 
A  schedule  of  these  visits  may  be  obtained  from  each  district  office. 

If  necessary,  a  district  office  representative  will  make  a  personal  visit  to 
the  home  of  anyone  who  is  unable  to  visit  the  office  because  of  illness  or 
infirmity. 

For  the  address  of  the  nearest  social  security  district  office  ask  at 

the  local  post  office  or  look  in  the  telephone  directory  under : 

U.S.  GOVERNMENT  DEPARTMENTS- 
HEALTH  EDUCATION  &  WELFARE,  DEPARTMENT  OF— 
Social  Security  Administration — 

Bureau  of  Old-Age  &  Survivors  Insurance — 
Account  Numbers  &  Claims 
District  Office 

107.  To  get  a  social  security  account  number,  a  person  should  apply 
at  the  nearest  district  office  for  Form  SS-5  (Application  for  Social  Security 
Account  Number) .  He  must  give  complete  and  correct  personal  information, 
as  requested  on  the  form,  to  make  sure  that  his  earnings  will  be  credited  to 
his  social  security  account.  The  application  form  is  processed  and  within  a 
week  or  10  days  an  account  number  card  is  issued. 

As  soon  as  he  receives  his  account  number  card,  he  should  detach  the 
stub  (which  also  shows  the  account  number)  and  put  it  in  a  safe  place  so 
that  he  and  his  family  will  always  have  a  record  of  his  account  number. 

If  a  person  loses  his  account  number  card,  he  can  apply  for  a  dupli- 
cate card  by  filling  out  another  Form  SS-5  giving  the  same  identifying  in- 
formation he  supplied  when  he  first  applied  for  an  account  number.  The 
new  card  will  have  the  same  number  as  the  one  that  was  issued  to  him  before. 


It  will  save  time  in  obtaining  a  replacement  of  the  lost  card  if  he  brings  the 
"stub"  of  the  old  card  when  he  requests  the  duplicate  card. 

//  a  person  wishes  to  correct  the  identifying  information  that  he  gave 
on  his  original  application  for  an  account  number,  the  district  office  will 
furnish  him  with  Form  0 A AN-7003,  Request  for  Change  in  Your  Social 
Security  Records,  to  fill  out.  A  change  in  name  (for  example,  when  a  woman 
marries)  should  always  be  reported. 

Forms  SS-5  and  OAAN-7003  can  be  obtained  from  any  social  security 
district  office.  These  forms  are  also  available  at  most  post  offices.  Forms 
SS-5  and  OAAN-7003  are  also  furnished  upon  request  to  employers,  unions, 
insurance  companies,  and  other  organizations  which  help  people  with  social 
security  matters. 

108.  A  person  can  check  on  his  social  security  earnings  record  by 

using  Form  OAR-7004  (Request  for  Statement  of  Earnings).  He  can  get 
this  form  at  any  district  office.  The  form  must  be  completed  and  mailed  to 
the  Division  of  Accounting  Operations,  Baltimore,  Md.  A  statement  of  the 
total  wages  and  self-employment  income  credited  to  his  account  will  be 
mailed  to  him.  If  he  finds  that  all  of  his  earnings  have  not  been  credited,  he 
can  ask  the  district  office  how  to  go  about  correcting  the  records.  (See 
chapter  13  for  an  explanation  of  this  procedure.) 

109.  Claims  for  benefits,  applications  for  refiguring  the  benefit  amount, 
and  applications  for  a  determination  of  disability  should  be  filed  with  the 
social  security  district  office  serving  the  area  in  which  the  individual  lives. 
There,  he  will  be  given  the  proper  application  forms,  and  helped  in  filling 
them  out. 

Although  a  claim  may  be  filed  by  mail,  the  Bureau  tries  to  have  at  least  one 
personal  interview  with  the  claimant  to  be  sure  that  he  understands  his  rights 
and  obligations  under  the  old-age,  survivors,  and  disability  insurance 
program. 

1 10.  Every  person  is  responsible  for  submitting  the  necessary  evi- 
dence to  support  his  claim.  However,  the  district  office  will  assist  by  ex- 
plaining what  evidence  is  required  to  establish  the  claim  and  how  to  go  about 
getting  it.  The  district  office  will  also  assist  the  claimant  in  special  cases,  by 
preparing  a  letter  for  him  requesting  evidence  from  certain  sources. 

111.  The  district  office  makes  a  preliminary  decision  based  on  all  the 
evidence  submitted  as  to  whether  the  claim,  other  than  a  claim  involving  a 
disability  determination,  has  been  established  and  then  forwards  the  entire 
file  to  the  appropriate  payment  center  for  review  and  final  decision. 

If  a  disability  determination  is  involved,  the  district  office  forwards  the 
entire  file  in  accordance  with  the  procedures  set  out  in  §  511. 

112.  The  district  office  tells  the  claimant  of  his  duty  to  report  to  the 

Bureau  when  any  of  the  events  occur  which  may  affect  the  payment  of  bene- 
fits. (See  chapter  17.)  If  the  claimant  is  dissatisfied  with  any  action  taken 
affecting  his  rights,  the  district  office  will  explain  to  him  how  he  may  request 


further  consideration  of  the  matter.  It  will  assist  him  in  asking  for  recon- 
sideration of  his  case  by  the  Bureau,  or  a  hearing  by  a  hearing  examiner 
of  the  Social  Security  Administration,  or  review  by  the  Appeals  Council. 

113.  The  district  oflfice  carries  on  an  information  program  to  keep 
the  public  informed  of  its  rights  and  obligations  under  the  social 
security  law.  It  keeps  on  hand  supplies  of  booklets,  pamphlets,  leaflets, 
exhibit  posters,  and  motion  picture  films.     The  district  office  staff: 

A.  Makes  speeches  before  civic,  labor,  farm,  management,  school,  and 
other  groups  and  organizations  interested  in  the  social  security 
program; 

B.  Prepares  articles  about  social  security  for  local  newspapers  and 
magazines; 

C.  Develops  special  exhibits  illustrating  features  of  the  social  security 
program ; 

D.  Prepares  and  presents  radio  and  television  programs  about  social 
security. 

114.  Arrangements  may  be  made  at  the  local  district  office  to  obtain 
any  of  the  informational  materials  listed  above;  to  have  a  film  shown;  to 
have  an  exhibit  set  up ;  or  to  have  one  of  the  district  office  staff  speak  before 
a  group  or  organization.  Generally,  there  is  no  charge  for  the  informational 
materials. 

115.  Referrals  to  other  governmental  or  community  agencies  pro- 
viding health,  education,  or  welfare  services  not  available  under  the  old- 
age,  survivors,  and  disability  insurance  program  are  made  by  the  district 
office.  For  this  purpose,  it  keeps  a  list  of  the  agencies  (both  public  and 
private)  in  the  community  and  the  types  of  services  provided  by  each  so 
that  the  inquirer  may  be  immediately  referred  to  the  agency  providing  the 
needed  services. 

The  district  office  also  takes  part  in  community  programs  and  activities 
in  the  field  of  the  aging,  and  child  welfare. 

116.  THE  PAYMENT  CENTER  IS  THE  REVIEWING  OFFICE  AND 
MAKES  THE  FINAL  DECISION  for  the  Bureau  on  most  claims  for  bene- 
fits. (See  §  511  regarding  disability  benefits.)  At  the  payment  center,  a 
permanent  claims  folder  is  set  up  for  the  material,  and  it  is  reviewed  to  see 
that  the  necessary  applications  have  been  properly  completed;  that  all  the 
evidence  needed  for  the  claim  has  been  obtained;  that  all  the  requirements 
set  by  law  have  been  met;  and  that  all  benefit  amounts  have  been  figured 
correctly.  If  the  claimant  is  found  to  be  entitled  to  benefits,  the  claim  is 
approved  and  the  U.S.  Treasury  is  notified  that  payment  should  be  made. 
If  he  is  not  entitled  to  benefits,  the  claim  is  disallowed. 

The  payment  center  then  prepares  and  mails  out  the  notice  of  award  or 
disallowance  to  the  claimant.  This  notice  shows  the  type  and  amount  of 
benefit  awarded  or  explains  why  the  claim  was  not  approved. 


117.  If  a  person  is  not  satisfied  with  the  decision  made  on  his  claim 

or  if  he  wants  further  explanation  regarding  the  action  taken,  he  should  con- 
tact his  local  district  ofl&ce.  When  a  person  asks  for  reconsideration  of  the 
decision  made  on  his  claim,  his  claims  file  goes  to  a  special  group  in  the 
payment  center.  There  the  case  is  reviewed  and  any  necessary  corrective 
action  taken. 

118.  The  payment  center  should  be  notified  of  any  event  affecting 
the  beneficiary's  eligibility  for  payment.  The  beneficiary  may  notify  the 
payment  center  directly  of  such  an  event,  or  he  can  notify  the  district  office 
which  will  forward  the  information  to  the  payment  center.  The  notice  must 
show  the  beneficiary's  social  security  claim  number  (the  worker's  social 
security  account  number  plus  the  claim  symbol  on  the  award  certificate). 
Some  of  the  events  that  should  be  reported  immediately  are : 

A.  The  fact  that  the  beneficiary  is  working  and  has  or  expects  to  have 
earnings  in  excess  of  the  amount  permitted  by  the  annual  earnings  test 
explained  in  chapter  17. 

B.  The  marriage  of  a  person  who  is  entitled  to  child's,  widow's,  widower's, 
mother's,  or  parent's  benefits. 

C.  The  fact  that  a  wife  or  widow,  under  age  62,  no  longer  has  a  child 
entitled  to  benefits  in  her  care. 

D.  The  fact  that  a  person  entitled  to  benefits  because  he  is  disabled  has 
returned  to  work,  or  that  his  condition  has  improved  so  that  he  is 
able  to  work. 

E.  The  death  of  a  beneficiary. 

The  payment  center  will  stop  benefit  payments  (or  start  them  again),  as 
is  necessitated  by  information  coming  to  its  attention,  and  will  notify  the 
beneficiary  of  the  action. 

119.  SOCIAL  SECURITY  BENEFIT  CHECKS  are  mailed  by  the 
Treasury  Department — not  by  the  payment  centers.  However,  if  anyone  has 
a  question  about  his  checks  he  should  get  in  touch  with  the  district  office 
servicing  his  claim  or  write  to  the  payment  center  shown  on  his  award  letter. 

120.  Monthly  benefit  payments  to  a  husband  and  wife  who  are  en- 
titled to  benefits  on  the  same  social  security  account  and  are  living  at  the 
same  address  are  usually  combined  into  one  check  made  out  to  them  jointly. 
The  joint  check  is  issued  for  the  convenience  of  the  beneficiaries  and  also 
to  save  money  in  the  administration  of  the  social  security  program.  How- 
ever, individual  checks  will  be  sent  to  a  husband  and  wife  if  either  prefers 
to  have  a  separate  check. 

121.  Benefit  payments  to  children  in  one  family  unit  are  usually 
combined  in  one  check.  Where  the  children  are  members  of  different 
households,  separate  checks  will  be  issued  to  each  family  group. 

122.  A  check  sent  to  a  beneficiary  who  is  not  entitled  to  the  payment 
should  be  returned  to  the  Regional  Disbursing  Office,  Treasury  Department, 


located  in  the  city  shown  on  the  face  of  the  check.  If  the  holder  of  the 
check  prefers,  he  may  return  the  check  to  the  local  social  security  district 
oflBce.  The  district  ofi&ce  will  give  him  a  receipt  for  the  check  and  will 
return  the  check  to  the  Treasury  Department.  When  returning  a  check,  the 
holder  should  give  the  reason  why  it  is  being  returned. 

123.  If  a  beneficiary  cashes  a  check  to  which  he  is  not  entitled,  a  re- 
fund is  ordinarily  required.  Often  the  payment  center  will  withhold  a  sub- 
sequent check  from  the  beneficiary  to  make  up  for  the  overpayment. 
However,  if  this  is  not  done  the  beneficiary  must  refund  the  money  himself. 
The  beneficiary  should  contact  the  district  office  to  find  out  if  he  must  make 
a  refund  and,  if  so,  make  the  refund  to  the  payment  center  that  handled  the 
claim.  Refunds  may  be  made  by  check,  money  order,  or  other  draft  pay- 
able to  the  Bureau  of  Old-Age  and  Survivors  Insurance.  The  refund  should 
show  the  beneficiary's  social  security  claim  number  so  that  it  can  be  associ- 
ated with  the  proper  claim  file. 

124.  Monthly  benefit  checks  are  usually  mailed  for  receipt  on  the 

third  day  of  the  month  following  the  month  for  which  the  payment  is  due 
(checks  for  January  are  received  on  February  3d,  etc.).  However,  delivery 
date  may  be  later  in  some  parts  of  the  country.  If  a  check  is  not  received 
by  the  10th  of  the  month  in  the  usual  case  or  if  the  check  has  been  stolen 
or  forged,  the  local  social  security  district  office  should  be  notified  promptly. 
Give  the  district  office  the  number  of  the  social  security  account  on  which  the 
benefit  is  being  paid,  the  period  of  payment  covered  by  the  missing  check 
(or  checks) ,  and  the  name  and  address  which  should  be  shown  on  the  check. 
A  change  of  address  should  be  reported  promptly,  in  writing  over 
the  payee's  signature,  to  avoid  having  the  check  mailed  to  the  wrong  address. 
The  social  security  account  number  and  the  person's  old  address  should  also 
be  shown. 

125.  If  a  person  cannot  sign  his  name  he  can  endorse  his  checks  by 
mark.  The  signature  by  mark  must  be  witnessed  by  two  people  who  can 
write  and  each  must  sign  liis  name  on  the  check  and  show  his  complete 
address  after  his  signature. 

126.  Social  security  benefits  cannot  be  assigned  and  are  not  subject 
to  levy,  garnishment,  or  attachment,  except  for  the  collection  of  delinquent 
Federal  taxes. 

127.  A  power  of  attorney  may  be  granted  by  a  beneficiary  to  his 
agent  for  the  purpose  of  collecting  and  depositing  checks  for  monthly  bene- 
fits but  only  when  all  of  the  following  conditions  exist: 

A.  There  is  a  real  necessity  for  a  power  of  attorney ;  and 

B.  No  assignment  is  contemplated ;  and 

C.  The  agent  is  a  banking  institution  or  trust  company ;  and 

D.  The  person  granting  the  power  of  attorney  is : 

1.  The  beneficiary  receiving  payment  on  his  own  behalf;  or 

2.  The  legal  representative  of  the  beneficiary. 
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A  person  who  is  receiving  benefits  on  behalf  of  a  minor  or  incompetent 
beneficiary  may  execute  an  effective  grant  of  power  of  attorney  only  if  he 
is  the  legal  representative  of  the  beneficiary.  However,  if  he  travels  exten- 
sively and  has  the  beneficiary  with  him,  he  may  have  the  checks  sent  in  care 
of  a  bank.  The  bank  will  then  hold  the  checks  pending  his  return  or  send 
them  to  him  for  endorsement. 

The  only  way  a  power  of  attorney  can  be  created  over  social  security 
benefit  checks  is  by  completion  of  Treasury  Form  6711,  "Power  of  At- 
torney by  Individual  to  a  Bank  for  the  Collection  of  Checks  Drawn  on  the 
Treasurer  of  the  United  States."  The  period  of  authorization  of  the  power 
of  attorney  must  be  specified  and  cannot  be  for  more  than  12  months.  In- 
quiries about  the  use  of  this  form  should  be  made  at  the  district  office. 

128,  THE  DIVISION  OF  ACCOUNTING  OPERATIONS  in  Balti- 
more,  Md.,  maintains  earnings  records  for  each  person  who  is  assigned  a 
social  security  account  number.  These  earnings  records  are  kept  so  that  when 
it  is  time  to  decide  on  a  person's  eligibility  for  benefits  and  on  his  benefit 
amount,  his  earnings  history  is  available.  Currently,  social  security  earnings 
accounts  are  maintained  for  about  130  million  people. 

129,  Reports  of  the  earnings  of  employees  and  self-employed  persons 
are  sent  to  the  Division  of  Accounting  Operations  by  the  Internal  Revenue 
Service  (States  report  the  earnings  of  State  and  local  governmental  em- 
ployees covered  by  social  security  directly  to  the  Division  of  Accounting 
Operations) .  These  amounts  are  then  recorded  in  each  person's  account.  If 
there  is  any  error  in  a  report,  or  if  someone's  account  number  or  name  is 
reported  incorrectly,  the  Division  investigates  so  that  it  can  credit  the  amount 
properly.  It  also  makes  decisions  as  to  whether  a  person's  reported  earnings 
are  covered  by  social  security. 

This  Division  may  write  directly  to  an  employer,  an  employee,  or  a  self- 
employed  person  to  obtain  information  needed  to  clarify  any  earnings  report. 
If  necessary,  it  may  ask  the  district  office  to  get  in  touch  with  the  person  in- 
volved to  resolve  any  problem  or  obtain  information  needed  for  determining 
whether  the  work  is  covered  by  social  security, 

130,  THE  LAW  PROHIBITS  DISCLOSURE  OF  ANY  INFORMA- 
TION in  the  records  of  the  Social  Security  Administration  except  in  certain 
cases  provided  by  regulation.  In  the  administration  of  the  program,  the 
Social  Security  Administration  receives  a  large  amount  of  information 
needed  for  the  adjudication  of  claims,  including  information  of  a  personal 
nature  such  as  that  relating  to  parentage  and  family  relationship  (including 
marital  status  and  the  legitimacy  of  children)  ;  place  of  birth;  address  (but 
not  necessarily  the  latest  address) ;  name  of  employer  or  employers;  and 
amount  of  wages  or  other  reported  earnings  received  each  year.  From  the 
beginning  of  the  program  the  public  has  been  promised  that  this  information 
would  be  held  confidential. 

In  order  to  keep  faith  with  the  individuals  who  are  required  to  furnish 
the  information  for  social  security  purposes  and  in  accordance  with  the 


intent  of  Congress  as  expressed  in  the  Social  Security  Act,  social  security 
information  is  not  disclosed  except  on  a  very  restricted  basis.  Moreover,  if 
information  in  the  Social  Security  Administration  files  were  to  be  freely  dis- 
closed this  would  soon  lead  to  a  very  large  volume  of  requests  for  information 
from  many  sources,  including  private  litigants,  creditors,  business  firms,  and 
many  others  who  might  wish  to  have  names  and  addresses  of  beneficiaries 
and  other  information  for  various  purposes,  including  sales  promotion  and 
solicitation.  The  Social  Security  Administration  would  soon  be  involved  on 
a  large  scale  as  a  ready  source  of  information  about  claimants  and  others 
who  are  participating  in  the  program — consisting  of  the  great  bulk  of  the 
population.  To  authorize  disclosure  for  such  purposes  would  not  only  be 
contrary  to  the  Congressional  intent  and  the  obligation  to  the  individuals  in- 
volved not  to  make  personal  information  generally  available  to  the  public, 
but  would  also  create  an  administrative  burden  that  would  seriously  impede 
the  carrying  out  of  the  primary  function  of  the  agency,  that  is,  the  adminis- 
tration of  the  old-age,  survivors,  and  disability  insurance  program. 

The  following  sections  explain  the  very  limited  cases  in  which  information 
will  be  disclosed  without  the  consent  of  the  individual  involved. 

131.  A  claimant  or  prospective  claimant  or  duly  authorized  repre- 
sentative may  be  given  pertinent  information.  Earnings  information  in 
social  security  records  may  be  given  to  the  account  number  holder  or  to  his 
representative  when  the  information  is  requested  in  connection  with  the  pro- 
tection of  the  individual's  present  or  future  benefit  rights  under  the  program. 

Ordinarily,  all  that  is  required  is  a  summary  statement  of  the  total  earn- 
ings credited  to  the  person's  account.  There  is  no  charge  for  furnishing  this 
information.    See  chapter  13  for  a  further  discussion  of  this  subject. 

Medical  evidence  relating  to  a  claimant  may  be  disclosed,  in  summary 
form  or  in  such  detail  as  is  determined  to  be  consistent  with  the  proper  and 
efficient  administration  of  the  program,  for  a  title  II  purpose,  to  the  claimant 
or  his  authorized  representative.  Such  information  may  also  be  disclosed  to 
the  claimant's  physician  or  to  a  medical  institution  where  he  is  a  patient  on 
consent  of  the  claimant  and  the  medical  source  or,  if  such  source  is  not 
available,  then  on  consent  of  a  physician  in  the  employ  of  the  Department  of 
Health,  Education,  and  Welfare. 

A  photocopy  of  a  person's  application  for  a  social  security  account  num- 
ber will  be  furnished  to  him  or  to  his  authorized  representative  upon  re- 
quest. After  the  person's  death,  a  photocopy  of  the  application  form  may 
be  furnished  upon  written  request  to  the  legal  representative  of  the  person's 
estate  or  to  a  surviving  relative  where  not  detrimental  to  the  decedent  or 
his  estate. 

132.  Any  office,  agency,  or  department  of  the  Federal  Government 

having  jurisdiction  may  be  given  information  for  the  purpose  of  conducting 
an  investigation  or  prosecution  involving : 

A.  A  criminal  violation  of  the  Social  Security  Act,  the  Federal  Insurance 
Contributions  Act,  the  Self-Employment  Contributions  Act,  the  Fed- 
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eral  Unemployment  Tax  Act,  any  Federal  income  tax  law,  or  any 
regulation  or  procedure  in  effect  under  any  of  these  laws ; 

B.  An  attempt  to  defraud  the  U.S.  by  an  employee  of  the  Department 
of  Health,  Education,  and  Welfare  in  his  administration  of  the  Social 
Security  Act; 

C.  An  alleged  theft,  forgery,  alteration,  unlawful  negotiation,  or  de- 
struction of  a  social  security  benefit  check ; 

D.  Espionage  or  sabotage  inimical  to  the  national  security.  (This  in- 
formation may  only  be  disclosed  to  the  FBI  upon  written  certification 
by  a  central  oflBcial  thereof  that  the  information  is  required  in  an  in- 
vestigation of  major  importance)  ; 

E.  Information  relating  to  the  identity  and  location  of  an  alien 
in  the  U.S.,  pursuant  to  section  290(c)  of  the  Immigration  and  Na- 
tionality Act,  may  be  disclosed  to  any  officer  or  employee  of  the 
Department  of  Justice  upon  written  request  of  the  Attorney  General 
or  an  official  duly  authorized  by  him. 

133.  Information  may  be  given  to  Federal  agencies  for  the  purpose 
of  the  proper  administration  of  the  Social  Security  Act  or  of  other  Federal 
benefit  programs;  subject,  in  the  case  of  medical  information,  to  the  consent 
of  the  individual  and  of  the  source  of  such  information  or,  if  such  source  is 
not  available,  of  a  physician  in  the  employ  of  the  Department  of  Health, 
Education,  and  Welfare;  and  subject  to  the  further  provision  that  medical 
information  is  not  disclosed  in  the  case  of  an  unemployment  compensation 
program.  The  laws  referred  to  are  those  providing  for  unemployment  com- 
pensation, social  security  benefits  and  taxes,  public  assistance,  work  relief, 
pensions,  retirement,  or  other  benefits. 

134.  Slate  agencies  administering  certain  benefit  programs  may  be 

given  limited  types  of  information  for  the  administration  of  such  programs. 
This  includes  State  agencies  administering  an  unemployment  compensation 
program,  or  a  program  receiving  aid  under  the  Vocational  Rehabilitation 
Act,  or  under  the  following  titles  of. the  Social  Security  Act:  title  I  (grants 
to  States  for  old-age  assistance) ;  title  IV  (grants  to  States  for  aid  to  de- 
pendent children) ;  title  V  (grants  to  States  for  maternal  and  child  welfare) ; 
title  X  (grants  to  States  for  aid  to  the  blind) ;  and  title  XIV  (grants  to  States 
for  aid  to  the  permanently  and  totally  disabled). 

A.  Public  assistance  agencies  will  generally  be  given  only  the  following 
information : 

1.  Whether  a  person  applying  for  public  assistance  is  entitled  to  social 
security  benefits; 

2.  The  amount  of  a  monthly  benefit ; 

3.  The  first  month  of  entitlement; 

4.  The  months  during  the  most  recent  6-month  period  for  which  pay- 
ments were  suspended ; 

5.  An  individual's  date  of  birth; 

6.  Whether  a  period  of  disability  has  been  established  for  a  recipient 
or  applicant  for  benefits,  the  beginning  and  ending  date  of  such 
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period,  and  the  date  determined  to  be  the  date  of  onset  of  such 
disability,  where  such  information  is  necessary  to  enable  the  agency 
to  determine  the  eligibility  of,  or  the  amount  of  benefits  or  services 
due,  such  recipient  or  applicant; 
7.  Medical  evidence  with  the  consent  of  the  individual  and  the  doctor 
or  hospital  that  supplied  the  information  or,  if  such  source  is  not 
available,  of  a  physician  in  the  employ  of  the  Department  of  Health, 
Education,  and  Welfare  (see  §  139) . 
B.  Unemployment  compensation  agencies  will  be  furnished  any  avail- 
able information   needed   for   administration   of  the  unemployment 
compensation  program  including  entitlement,  benefit,  age,  earnings, 
and    disability   information;    but   no    medical    information    will   be 
disclosed. 
(S.  State  vocational  rehabilitation  agencies  \n\l  be  furnished  informa- 
tion in   disability  cases  where  needed  to  administer  the  vocational 
rehabilitation  program.     This  may  consist  of: 

1.  The  nonmedical  information  listed  above  under  (A)  ; 

2.  The  name,  address,  social  security  account  number,  and  informa- 
tion with  respect  to  the  alleged  disability  of  an  applicant  for  dis- 
ability insurance  benefits  or  for  a  determination  of  disability.  This 
information  will  also  be  furnished  with  respect  to  any  individual 
making  inquiry  with  respect  to  such  benefits  or  determination  of 
disability  if  no  objection  is  made  by  such  individual  to  the  release 
of  such  information. 

135.  Information  may  be  disclosed  which  is  needed  for  the  proper 
performance  of  the  duties  of  an  employee  of: 

A.  The  Department  of  Health,  Education,  and  Welfare  in  connection  with 
any  claim  or  other  proceeding  under  the  Social  Security  Act ;  or 

B.  A  State  agency  in  carrying  out  an  agreement  relating  to  disability 
determinations  pursuant  to  section  221  of  the  Social  Security  Act. 

136.  In  connection  with  agreements  for  the  coverage  of  State  and 
local  employees  pursuant  to  section  218  of  the  Social  Security  Act,  the 
following  information  may  be  disclosed  when  efficient  administration 
permits: 

A.  The  name  of  a  State  (or  instrumentality  of  two  or  more  States)  with 
whom  such  an  agreement  or  a  modification  thereof  has  been  entered 
into,  the  date  thereof,  the  name  or  title  of  the  responsible  State  of- 
ficial, and  the  contents  of  an  executed  agreement  or  modification ; 

B.  Information  as  to  whether  or  not  a  State  (or  such  an  instrumentality) 
has  indicated  an  intention  or  desire  to  enter  into  such  an  agreement 
or  modification  (but  not  as  to  the  provisions  being  considered  for 
inclusion  therein)  ; 

C.  Information  reported  by  a  State  as  to  whether  or  not  a  retirement 
system  is  in  effect  for  employees  of  the  State  or  a  political  subdivision 
thereof,  and,  if  services  by  individuals  in  positions  covered  by  such 
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system  have  been  included  in  such  an  agreement,  any  other  informa- 
tion reported  by  the  State  as  to  such  retirement  system ; 

D.  Statistical  information  (not  relating  to  any  identifiable  employer), 
classified  by  State  and  county,  with  respect  to  public  employment  and 
remuneration  therefor; 

E.  Information  reported  by  a  State  after  a  referendum  has  been  con- 
ducted in  connection  with  such  an  agreement,  as  to  the  number  of 
employees  eUgible  to  vote  in  such  referendum,  the  number  who  ac- 
tually voted,  and  the  number  who  voted  in  favor  of  inclusion  under 
such  agreement. 

137.  An  employer  may  be  furnished : 

A.  Information  he  originally  supplied,  if  efficient  administration  of  the 
Social  Security  Act  permits  it  to  be  furnished  to  him. 

B.  The  account  number  of  any  one  of  his  employees  if  he  submits  a  writ- 
ten request  positively  identifying  the  employee  or  if  the  employer  is 
known  to  the  district  office  personnel. 

C.  A  copy  or  a  summary  of  a  coverage  or  wage  decision  relating  to  one 
of  his  employees.  (These  decisions  affect  the  employer's  social  secu- 
rity tax  liability.) 

No  other  information  about  an  employee  will  be  furnished  to  an  employer 
unless  the  employee  gives  his  written  consent  to  disclose  the  information. 

138.  An  employer  or  union  with  a  private  welfare  or  retirement 
plan  may  be  given  information  about  a  person's  earnings,  or  about  his  social 
security  benefit,  or  about  a  disability  determination  if  the  information  is 
needed  to  decide  the  person's  right  to  benefits  under  the  welfare  or  retire- 
ment plan,  and  if  the  person  gives  his  consent  in  writing  to  disclose  this 
information.  A  charge  is  made  to  pay  for  the  cost  of  providing  earnings 
record  information  in  this  case. 

139.  Information  as  to  the  existence  of  a  legally  reportable  medical 
condition  may  be  reported  to  a  State  or  municipal  agency  required  by  local 
law  to  be  furnished  such  information. 

140.  Information  about  a  deceased,  insane,  amnesic,  or  unconscious 
person  may  be  given  to  a  Federal,  State,  municipal,  or  hospital  official  to 
assist  in  identifying  the  person.     Requests  for  this  information  must: 

A.  Be  in  writing ; 

B.  Be  signed  by  a  Federal,  State,  municipal,  or  hospital  official; 

C.  Give  the  social  security  account  number  and  name  (or  other  identify- 
ing data)  of  the  person  about  whom  the  information  is  requested; 

D.  State  that  the  person  is  dead,  insane,  amnesic,  or  is  unconscious  or  in 
a  state  equivalent  thereto;  and 

E.  State  that  the  information  is  sought  for  the  purpose  of  identification. 
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141.  After  the  death  of  an  individual,  any  information  may  be  given 
to  the  legal  representative  of  his  estate,  or  to  his  close  relatives  (spouse, 
child,  parent,  brother,  sister),  except  that  medical  information  may  be 
furnished  only  for  title  II  purposes  and  in  such  summary  form  as  may 
administratively  be  deemed  appropriate  to  the  conduct  of  the  program. 
Available  information  concerning  the  fact,  date,  or  circumstances  of  death 
may  be  given  to  any  person.  Any  information  must  be  requested  in  writing, 
showing  the  purpose  for  which  it  is  desired,  and  such  information  will  not 
be  disclosed  if  disclosure  may  be  detrimental  to  the  decedent  or  his  estate, 
or  if  it  would  interfere  with  the  administration  of  the  social  security  program. 

142.  IN  ADMINISTERING  THE  SOCIAL  SECURITY  PRO- 
GRAM,  the  Bureau  of  Old- Age  and  Survivors  Insurance  must: 

A.  Pay  benefits  to  people  who  are  entitled  to  them  under  the  provisions  of 
the  Social  Security  Act ;  and 

B.  Protect  the  social  security  trust  funds  by  refusing  benefits  to  those 
who  are  not  entitled  to  them. 

In  carrying  out  these  responsibilities,  the  Bureau  investigates  all  ques- 
tionable statements  and  actions  made  in  connection  with  claims  for  benefits 
or  earnings  records.  If  there  is  adequate  evidence  that  a  criminal  provision 
was  violated,  the  case  may  be  referred  to  the  Department  of  Justice  for 
prosecution. 

143.  Criminal  prosecutions  for  fraud  in  connection  with  claims  for 
benefits  or  earnings  records  are  usually  brought  under  the  penal  provisions 
of  the  Social  Security  Act.  Fraud  may  occur  in  any  one  or  a  combination 
of  many  different  situations.  For  example,  fraud  exists  wher<e  a  person 
knowingly : 

A.  Makes  or  causes  to  be  made  a  false  statement  or  misrepresentation  of 
a  material  fact  for  use  in  determining  rights  to  social  security  benefits ; 
or 

B.  Conceals  or  fails  to  report  any  event  affecting  the  initial  or  continued 
right  to  payment  to  him  or  to  another  person  on  whose  behalf  he  has 
applied  or  is  receiving  such  payment ;  or 

C.  Converts  all  or  any  part  of  a  payment  received  on  behalf  of  another 
to  a  use  other  than  for  the  use  of  such  person. 

144.  Other  penal  provisions  contained  in  the  Social  Security  Act  or 

in  title  18  of  the  United  States  Code  may  also  be  applicable  to  offenses 
affecting  the  social  security  program. 

145.  Even  if  a  fraudulent  act  is  discovered  before  wrongful  pay- 
ments are  made  by  the  Government,  prosecution  is  not  thereby  precluded. 

146.  The  penalty  upon  conviction  for  violation  of  the  penal  pro- 
visions of  the  Social  Security  Act,  or  one  of  the  related  criminal  statutes, 
may  be  a  fine,  or  imprisonment,  or  both.  The  fines  range  from  S500  to 
$10,000,  and  the  imprisonment  from  1  to  15  years,  depending  upon  the 
provisions  of  the  law  that  were  violated. 
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Chapter  2 


BECOMING 
INSURED 


200.  Insured  status  requirements. 

201.  Quarter  of  coverage  defined. 

202.  Restriction  against  counting  certain  (juarters. 

203.  Quarters  of  coverage  based  on  wages  paid  after  1936. 

204.  Quarters  of  coverage  based  on  self-employment  income  after  1950. 

205.  Fully  insured  status — General. 

206.  Fully  insured  status  defined. 

207.  Figuring  how  many  quarters  of  coverage  a  person  needs. 

208.  Special  rule  for  person  having  all  but  4  quarters  after  1954. 

209.  Special  nile  for  certain  World  War  II  veterans. 

210.  Currently  insured  status  defined. 

211.  Disability  insured  status  defined. 
212. 


period    of    disability    but    not 


Certain    credits    counted    for    establishing 
for  disability  insurance  benefits. 

213.  Freezing  of  earnings  record  when  disability  period  established. 

214.  Freeze  period  not  excluded  if  to  person's  disadvantage. 

215.  Charts  for  figuring  required  quarters  of  coverage. 

216.  Type  of  insured  status  required  for  each  social  security  benefit. 

200.  A  PERSON  MUST  BE  "INSURED"  before  social  security  benefits 
can  be  paid  to  him  or  to  his  family.  He  is  insured  if  he  has  a  sufficient 
number  of  "quarters  of  coverage"  credited  to  his  social  security  account. 

201.  A  QUARTER  OF  COVERAGE,  with  respect  to  periods  after  1950, 
means : 


A.  A  calendar  quarter  in  which  a  person  has  been  paid  $50  or  more  in 
wages  for  employment  covered  under  the  law  (except  wages  for 
agricultural  labor) . 

B.  A  calendar  quarter  after  1954  in  which  a  person  has  been  credited  with 
$100  or  more  cash  wages  paid  for  agricultural  labor. 

C.  A  calendar  quarter  in  which  a  person  has  been  credited  with  $100  or 
more  self-employment  income.  A  self-employed  person  must  have  at 
least  $400  in  net  earnings  from  self-employment  in  a  taxable  year 
beginning  after  1950  before  any  quarters  in  the  taxable  year  can  be 
credited  with  self -employment  income. 

D.  A  calendar  quarter  in  a  calendar  year  in  which  a  person  has  been  paid 
wages  equal  to : 

1.  $4,800  in  the  case  of  a  calendar  year  after  1958. 

2.  $4,200  in  the  case  of  a  calendar  year  after  1954  and  before  1959. 

3.  $3,600  in  the  case  of  a  calendar  year  after  1950  and  before  1955. 
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E.  A  calendar  quarter  wholly  or  partly  in  a  taxable  year  in  which  a  person 
has  self-employment  income,  if  the  total  of  his  self-employment  in- 
come plus  any  wages  paid  to  him  in  that  taxable  year  equials: 

1.  $4,800  in  a  taxable  year  ending  after  1958. 

2.  $4,200  in  a  taxable  year  ending  after  1954  and  before  1959. 

3.  $3,600  in  a  taxable  year  beginning  after  1950  and  ending  before 
1955. 

For  calendar  quarters  before  1951,  a  quarter  of  coverage  means 

a  quarter  after  1936  in  which  a  person  was  paid  wages  of  $50  or  more. 
Also,  if  a  person  was  paid  wages  of  $3,000  or  more  in  a  calendar  year  before 
1951,  each  quarter  in  that  year,  following  the  first  quarter  in  which  he  was 
paid  at  least  $50  in  wages,  is  counted  as  a  quarter  of  coverage. 

The  terms  '^^wages^'  and  '^'^  self -employment  income'^,  as  used  above, 
have  special  meanings  for  social  security  purposes  and  do  not  necessarily 
include  all  of  a  person's  income  from  employment  or  self-employment. 
Further,  under  certain  conditions,  wages  for  social  security  purposes  may 
also  include  pay  for  work  which  is  ordinarily  covered  under  the  Railroad 
Retirement  Act,  and  special  wage  credits  for  military  service.  Wages  and 
self -employment  income  are  defined  and  discussed  in  chapters  11  and  12. 

202.  Certain  calendar  quarters  cannot  be  counted  as  quarters  of 
coverage  even  though  the  earnings  requirement  for  a  quarter  of  coverage, 
as  described  in  the  foregoing  sections,  have  been  met.  A  calendar  quarter 
cannot  be  a  quarter  of  coverage  if : 

A.  It  begins  after  the  calendar  quarter  in  which  the  worker  died ;  or 

B.  It  has  not  started  yet ;  or 

C.  It  is  within  a  period  of  disability  that  is  excluded  in  figuring  benefit 
rights.  (However,  the  beginning  and  ending  quarters  of  the  disability 
period  may  be  counted  as  quarters  of  coverage  if  in  these  quarters  the 
earnings  requirements  in  §  201  are  met.) 

Note  that  a  calendar  quarter  can  only  be  counted  once  as  a  quarter  of 
coverage. 

203.  Quarters  of  coverage  may  be  based  on  wages  paid  any  time 
after  1936  and  up  to  and  including  the  calendar  quarter  in  which  the 
worker  dies.  A  quarter  of  coverage  based  on  the  payment  of  at  least  $50 
in  a  particular  calendar  quarter  (see  §  201)  is  not  acquired  by  the  worker 
until  the  day  in  the  calendar  quarter  that  the  total  wages  paid  to  him  in 
that  quarter  amount  to  at  least  $50. 

A  farm  employee  is  credited  with  quarters  of  coverage  based  on  the 
total  wages  covered  by  social  security  paid  to  him  for  farm  work  during  a 
calendar  year  rather  than  on  the  amount  of  wages  paid  to  him  during  a 
particular  calendar  quarter  as  is  the  case  with  nonfarm  wages.  He  is 
credited  with  one  quarter  of  coverage  for  each  $100  in  cash  wages  paid  to 
him  during  the  year.  (Note  that  not  all  cash  pay  for  farm  work  is  "wages" 
for  crediting  quarters  of  coverage — see  §  801  for  the  tests  used  to  determine 
whether  cash  pay  for  farm  work  can  be  counted  as  social  security  wages.) 
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If  the  cash  wages  paid  in  a  year  '  •         The  number  of  quarters  of 

for  farm  work  amount  to:  coverage  that  may  be  credited  are: 

or  more , 4 


$300-1399.99 3 

$200-$299.99 ^ 2 

S100-S199.99 — _— 1 

Under  $100 0 

Ordinarily,  quarters  of  coverage  based  on  farm  wages  are  assigned  to 
the  calendar  quarters  in  the  year  beginning  with  the  last  one  (the  one  in 
which  the  worker's  taxable  year  ended)  and  then  counting  back;  however, 
they  may  be  assigned  to  different  calendar  quarters  in  the  year  if  it  would 
be  to  the  worker's  advantage  to  do  so. 

204.  Quarters  of  coverage  may  be  based  on  self -employment  in- 
come derived  in  taxable  years  beginning  after  1950.  The  net  earnings 
from  self-employment  must  amount  to  at  least  $400  for  the  taxable  year 
and  must  be  covered  by  social  security.  (Note  that  a  self-employed  farmer 
with  actual  net  earnings  of  less  than  $400  may  still  be  credited  with  quarters 
of  coverage  if  his  gross  earnings  amounted  to  at  least  $600  and  he  uses  the 
"optional  method"  of  reporting  his  farm  earnings.  Self-employment  income, 
net  earnings  from  self-employment,  and  the  optional  method  available  to 
figure  farm  net  earnings  are  discussed  in  chapter  11.) 

Self-employment  income  derived  durmg  any  taxable  year  is  allocated  to 
calendar  quarters  in  that  taxable  year  in  the  following  manner: 

A.  If  the  person's  taxable  year  is  a  calendar  year,  the  self -employment 
income  is  allocated  equally  to  each  calendar  quarter  in  that  year. 

B.  If  the  person's  taxable  year  is  other  than  a  calendar  year,  the  self- 
employment  income  is  allocated  equally  to  the  calendar  quarter  in 
which  the  taxable  year  ends  and  to  each  of  the  next  three  or  fewer 
preceding  quarters  any  part  of  which  is  in  the  taxable  year. 

Ordinarily,  a  person  is  credited  with  one  quarter  of  coverage  for  each 
calendar  quarter  to  which  $100  or  more  self -employment  income  is  allocated. 
However,  in  a  taxable  year  in  which  a  person's  self-employment  income 
(or  self -employment  income  plus  any  wages  paid  to  him  during  that  taxable 
year)  equals  the  amount  set  out  in  §  201(E),  a  quarter  of  coverage  can 
be  counted  for  each  calendar  quarter  wholly  or  partly  in  that  taxable  year 
whether  or  not  $100  or  more  self-employment  income  was  allocated  to  each 
quarter. 

205.  IF  A  PERSON  IS  FULLY  INSURED,  MOST  TYPES  OF  BENE- 
FITS CAN  BE  PAID  ON  HIS  SOCIAL  SECURITY  ACCOUNT.     A 

person  is  fully  insured  if  he  has  been  credited  with  a  certain  number  of 
quarters  of  coverage.  A  fully  insured  status  is  only  a  way  of  measuring 
whether  any  benefit  is  payable.  It  does  not  mean  that  all  types  of  benefits 
can  be  paid  on  the  person's  social  security  account  nor  does  it  have  anything 
to  do  with  the  amount  of  the  benefit  that  is  paid  on  that  social  security 
account. 
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206.  A  person  is  fully  insured  if  he  has  at  least  one  quarter  of  cover- 
age (acquired  at  any  time  after  1936)  for  each  two  full  calendar  quarters 
that  have  elapsed: 

After  Before  Excluding 

The  later  of:  The  earlier  of:  Any  calendar 

12/31/50  or  the  the  quarter  in  quarters  in  an 

quarter  in  which  and  which  he  reaches  hut  established  period 
he  attained  age  retirement  age  or  of  disability 

21.  dies.  except  the  first 

and  last  if  they 
are  quarters  of 
coverage. 

207.  To  figure  the  number  of  quarters  of  coverage  a  person  needs 
to  be  fully  insured,  find  the  number  of  calendar  quarters  in  the  elapsed 
period,  as  determined  above  (if  the  total  is  an  odd  number  subtract  one), 
and  divide  by  two.  The  result  is  the  number  of  quarters  of  coverage 
required  for  a  fully  insured  status  in  the  particular  case. 

No  one  can  be  fully  insured  if  he  has  less  than  6  quarters  of  coverage.  A 
person  with  40  quarters  of  coverage  is  fully  insured  for  life. 

To  find  whether  the  person  has  the  required  number  of  quarters 
of  coverage,  count  all  of  the  quarters  of  coverage  credited  to  his  social 
security  account,  even  those  that  are  not  within  the  elapsed  period  used  to 
determine  the  required  number.  Thus,  quarters  of  coverage  acquired  before 
1951  may  be  counted,  as  well  as  any  quarters  of  coverage  the  person 
acquired  after  he  reached  retirement  age. 

208.  A  person  is  fully  insured  under  an  alternate  rule  if  all  except  4 
(or  less)  of  the  calendar  quarters  elapsing  after  1954  and  before  the  quarter 
in  which  the  person  reached  retirement  age  of  died  (whichever  happened 
first)  are  quarters  of  coverage.  A  minimum  of  6  quarters  of  coverage  aU 
obtained  after  1954  and  before  7/57  is  required  under  this  rule  for  a  person 
who  reached  retirement  age  or  died  before  7/57. 

The  alternate  fully  insured  status  rule  will  not  have  any  significance  for 
anyone  who  first  reaches  retirement  age  or  dies  after  9/60.  Beginning  with 
10/60  and  through  3/31/61,  the  number  of  quarters  of  coverage  needed 
to  be  fully  insured  will  be  the  same  or  greater  when  figured  under  the 
alternate  rule.  Beginning  with  4/61,  fewer  quarters  of  coverage  will  be 
required  under  the  regular  fully  insured  status  rule. 

209.  A  veteran  of  World  War  II  who  was  discharged  from  active 
service  before  7/27/51,  and  who  died  within  3  years  after  separation 
may  be  fully  insured  even  if  he  did  not  meet  the  fully  insured  status  rule  in 
effect  at  the  time  of  his  death.     See  §  862  for  explanation  of  this  provision. 

210.  A  "currently  insured"  status  is  required  for  the  payment  of  some 
types  of  benefits  (see  chart  in  §  216) .     A  person  is  currently  insured  if  he 
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has  at  least  6  quarters  of  coverage  during  the  full  13-quarter  period  ending 
with: 

A.  The  calendar  quarter  in  which  he  died ;  or 

B.  The  calendar  quarter  in  which  he  most  recently  became  entitled  to  dis- 
ability insurance  benefits ;  or 

C.  The  calendar  quarter  in  which  he  became  entitled  to  old-age  insurance 
benefits. 

Calendar  quarters  in  the  disability  period  excluded  in  figuring  the  benefit 
are  not  counted  in  figuring  the  13-quarter  period  unless  they  are  quarters  of 
coverage. 

Calendar  quarters  any  parts  of  which  were  included  in  an  established 
disability  period  are  not  counted  in  figuring  the  13-quarter  period  except 
that  the  first  and  last  are  coiinted  if  they  are  quarters  of  coverage. 

211.  A  special  insured  status  is  needed  to  qualify  for  disability  bene- 
fits or  the  establishment  of  a  period  of  disability  in  addition  to  being  dis- 
abled as  defined  in  title  II  of  the  Social  Security  Act.  A  person  has  the 
special  insured  status  required  for  disability  insurance  benefits  if  as  of  the 
first  day  of  the  calendar  quarter  in  which  his  disability  is  determined  to 
have  begun  or  as  of  some  later  date  he  is  both: 

A.  Fully  insured  as  explained  in  §  206 ;  aiid 

B.  Has  been  credited  with  20  quarters  of  coverage  out  of  the  40  calendar 
quarters  immediately  preceding  such  day. 

212.  Quarters  of  coverage  based  upon  the  following  can  be  used 
only  in  determining  whether  a  person  has  the  special  insured  status 
required  for  the  establishment  of  a  period  of  disability : 

A.  Military  service  before  1957  even  though  the  person  is  getting  some 
regular  benefit  from  some  other  Federal  agency  (see  §  861(D))  ;  or 

B.  Railroad  compensation,  even  though  the  worker  had  120  months  or 
more  of  railroad  service  or  had  been  awarded  a  disability  annuity 
under  the  Railroad  Retirement  Act. 

However,  quarters  of  coverage  based  on  the  above  railroad  earnings  or 
military  service  cannot  always  be  counted  in  determining  whether  a  person 
meets  the  quarters  of  coverage  requirements  for  disability  insurance  bene- 
fits, old-age  insurance  benefits,  or  survivors  benefits.  Because  of  this,  it  is 
possible  in  rare  cases  for  a  person  to  have  a  period  of  disability  established, 
have  the  period  of  disability  continue  up  until  the  time  he  dies  or  becomes 
old  enough  for  disability  or  old-age  insurance  benefits,  and  still  not  be  fully 
insured  for  such  benefits. 

213.  If  a  disability  period  is  established  for  a  person  his  earnings 
record  is  frozen  and  the  period  of  disability  may  be  excluded  in  determin- 
ing whether  he  is  fully  or  currently  insured  at  the  time  he  becomes  eligible 
for  benefits,  or  at  his  death,  and  in  figuring  his  primary  insurance  amount. 
The  period  of  disability  is  that  period  between  the  time  that  his  disability 
began  (as  determined  by  the  Social  Security  Administration)  and  the  time 

19 


that  it  ended,  he  died,  or  he  reached  age  65,  whichever  happens  first.  The 
disability  period  of  a  woman  worker  does  not  end  when  she  reaches  retire- 
ment age  (age  62)  but  at  age  65,  as  in  the  case  of  a  male  worker. 

214.  The  period  of  disability  is  not  excluded  in  figuring  the  disabled 
person's  (or  his  survivor's)  right  to  social  security  benefits,  or  the  amount 
of  the  benefit,  if  excluding  it  would  be  to  the  claimant's  disadvantage.  For 
example,  this  could  happen  when  the  disabled  person  has  potential  quarters 
of  coverage  in  the  disability  period  (that  is,  calendar  quarters  which  could 
be  quarters  of  coverage  except  for  the  fact  that  they  are  within  a  period  of 
disability),  and  these  potential  quarters  of  coverage  would  qualify  him 
for  another  benefit  formula  which  would  increase  his  benefit  rate  or  would 
give  him  a  fully  insured  status. 

215.  The  following  charts  show  the  quarters  of  coverage  that  a  per- 
son requires  to  be  fully  insured  at  retirement  age  (62  for  women,  65  for 
men )  or  death — whichever  occurs  first. 

Chart  I 


REQUIRED  QUARTERS  OF  COVERAGE  WHERE  PERSON  WAS  BORN 
ON  OR  BEFORE  1/1/30 

(If  person  was  born  after  1/1/30,  or  if  period  of  disability  ended  prior  to 
death  or  retirement  age,  refer  to  Chart  III) 

Find  the  year  in  which  retirement  age  was  attained,  death  occurred,  or  period  of  dis- 
ability began,  whichever  occurred  first.  (If  the  period  of  disability  began  in  a  quarter 
that  is  a  quarter  of  coverage,  use  the  next  quarter.)  The  figure  shown  on  the  same  line 
to  the  right  under  the  half-year  period  in  which  retirement  age,  death,  or  beginning  of 
disability  occurred  is  the  number  of  quarters  of  coverage  needed  for  insured  status. 

Retirement  age  attained,  death  occurred,  or  period  of 
disability  began 


Year 


Before  1954. 

1954 

1955 

1956 

1957 


January- 
6 


-June 


July — December 
6 


1958- 
1959- 
1960- 
1961. 
1962. 

1963. 
1964. 
1965. 
1966. 
1967. 


6 

1  17 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

1968 

1969 

1970 

1971  or  later. 


20 
22 

24 
26 
28 
30 
32 

34 
36 

38 
40 


21 
23 

25 

27 
29 
31 
33 

35 
37 
39 
40 


^  See  Chart  II  for  alternate  method  of  figuring  required  quarters  of  coverage  for  a  person 
who  attained  retirement  age  or  died  during  period  for  which  required  quarters  are  shown 
in  bold  face  type. 
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Chart  n 

ALTERNATE  RULE:   REQUIRED   QUARTERS  OF   COVERAGE  FOR 
PERSON  WITH  QUARTERS  OF  COVERAGE  AFTER  1954 

(If  person  attained  retirement  age  before  7/54  or  attains  retirement  age  or 
dies  after  9/60,  use  Chart  I) 

Count  only  quarters  of  coverage  acquired  after  1954  and  before  the  quarter  in  which 
the  person  attained  retirement  age  or  died  (whichever  happened  first).* 

Quarters  of  cover- 
If  the  person  attained  retirement  age  or  died  during:  fully  insured 

July-September  1957 6 

October-December  1957 7 

January-March  1958 8 

April-June  1958 9 

July-September  1958 10 

October-December  1958 11 

January-March  1959 12 

April-June  1959 13 

July-September  1959 14 

October-December  1959 15 

January-March  1960 16 

April-June  1960 17 

July-September  1960 18 

J  If  death  happened  after  1954  and  before  7/1/57,  or,  if  person  reached  retirement  age  before  7/1/57,  six 
quarters  of  coverage  (all  acquired  after  1954  and  before  7/57)  are  required  for  a  fully  insured  status. 
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Chart  III 

REQUIRED  QUARTERS  OF  COVERAGE  WHERE  PERSON  BORN 
AFTER  1/1/30  OR  WHERE  PERIOD  OF  DISABILITY  ENDED  BE- 
FORE DEATH  OR  RETIREMENT  AGE 


Year  of  birth 

Quarter  of  birth  or  death 

Year  of 

1 

2 

3 

4 

death 

1930 

1 

5 

9 

13 

17 

21 

2 

6 

10 

14 

18 

3 

7 

11 

15 

19 

4 

8 

12 

16 

20 

1951 

1931 

1952 

1932 

1953 

1933 

1954 

1934 --- 

1955 

1935 

1  22 
26 
30 
34 
38 

23 
27 
31 
35 
39 

24 
28 
32 
36 
40 

1956 

1936 

25 
29 
33 
37 

1957 

1937     

1958 

1938     

1959 

1939 

1960 

1940    

41 
45 
49 
53 

57 

61 
65 
69 
73 

77 
81 

42 
46 
50 
54 
58 

62 
66 
70 
74 

78 
82 

43 
47 
51 
55 
59 

63 
67 
71 
75 
79 
83 

44 
48 
52 
56 
60 

64 
68 

72 
76 
80 
84 

1961 

1941  -  

1962 

1942 

1963 

1943 

1964 

1944 

1965 

1945 

1966 

1967 

1947      

1968 

1969 

1949 

1970 

1971 

'  If  person  died  during  period  for  which  required  quarters  are  shown  in  bold  face  type  and  had  quarters 
of  coverage  after  1954,  see  Chart  II  for  possibility  that  fewer  quarters  of  coverage  than  shown  here  may  be 
required  for  fully  insured  status. 

1.  Required  quarters  of  coverage  for  person  born  after  1/1/30 — no  disability  involved. 

(a)  Find  number  shown  on  Chart  III  for  the  quarter  of  birth  (if  birthday  is  first 
day  of  quarter,  subtract  1  from  this  number) . 

(b)  Find  the  number  shown  on  Chart  III  for  the  quarter  before  the  quarter  of 
death. 

(c)  Subtract  (a)  from  (b).  (If  the  remainder  is  an  odd  number,  further  sub- 
tract 1.) 

(d)  Divide  by  2. 

(e)  If  the  result  of  (d)  is  less  than  6,  raise  it  to  6;  if  more  than  40,  reduce  it  to  40. 

2.  Required  quarters  of  coverage  for  disabled  person  who  was  born  after  1/1/30. 

(a)  Find  number  shown  on  Chart  III  for  the  quarter  in  which  the  disability 
began.  (If  a  quarter  of  coverage  was  not  obtained  in  that  quarter,  subtract 
1.    If  disability  began  before  1951  use  zero.) 

(b)  Find  number  shown  on  Chart  III  for  the  quarter  in  which  the  worker  was 
bom.  (If  birthday  is  first  day  of  quarter,  subtract  1.  If  born  prior  to  1/2/30, 
use  zero.) 

(c)  Subtract  (b)  from  (a) .    Use  zero  if  a  minus  figure  results. 

(d)  If  (c)  is  an  odd  number,  subtract  1.  Then  divide  by  2  for  required  quarters 
of  coverage.  If  the  result  is  less  than  6,  raise  it  to  6;  if  more  than  40,  reduce 
it  to  40. 
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3.  Required  quarters  of  coverage  for  person  any  age,  whose  period  of  disability  ended 
before  death  or  attainment  of  retirement  age. 

(a)  Find  item  (c)  from  (2)  above. 

(b)  Find  number  shown  on  Chart  III  for  the  quarter  before  quarter  of  death  or 
attainment  of  retirement  age,  whichever  occurred  first. 

(c)  Add  (a)  and  (b). 

(d)  Find  number  shown  on  Chart  III  for  the  quarter  disability  ended.      (If  this 
is  a  quarter  of  coverage,  subtract  1.) 

(e)  Subtract   (d)   from  (c)  and,  if  the  result  is  an  odd  number,  subtract  1. 

(f)  Divide  (e)  by  2  for  required  quarters  of  coverage.    If  the  result  is  less  than  6, 
raise  it  to  6;  if  more  than  40,  reduce  it  to  40. 

216.  THE  FOLLOWING  LISTING  SHOWS  THE  KIND  OF  IN- 
SURED STATUS  REQUIRED  FOR  EACH  SOCIAL  SECURITY 
BENEFIT. 


Monthly  benefits  can  be  paid  to: 

A  retired  worker  (age  62  or  over  for  women;  age 
65  or  over  for  men). 

A  disabled  worker  age  50  or  over 


The  Avife  of  a  person  entitled  to  disability  or  old- 
age  insurance  benefits,  if  she  is: 

(a)  Age  62  or  over;  or 

(b)  Caring  for  a  child  entitled  to  benefits. 

A  dependent,  unmarried  child  of  a  person  entitled 
to  disability  or  old-age  insurance  benefits  if  the 
child  is: 

(a)  Underage  18;  or 

(b)  Age  18  or  over  and  under  a  disability 
which  began  before  the  child  reached  age 
18. 

The  dependent  husband,  age  65  or  over,  of  a 
v^oman  entitled  to  disability  or  old-age  insur- 
ance benefits. 


A  widow  age  62  or  ovei"- 


A  widow  and,  under  certain  conditions,  a  former 
wife  who  has  been  divorced  from  the  deceased 
worker,  if  the  widow  or  former  wife  is  caring 
for  a  child  entitled  to  benefits. 


//  the  worker  is: 

Fully  insured. 


Fully  insured  and  has  20  quarters 
of  coverage  out  of  the  40  calendar 
quarters  ending  with  the  quarter 
in  which  the  disability  is  found 
to  have  started. 

Insured  for  old-age  or  disability 
benefits,  whichever  is  applicable, 
as  shown  above. 


Insured  for  old-age  or  disability 
benefits,  whichever  is  applicable, 
as  shown  above. 


Currently  insured  in  addition  to 
the  requirements  listed  above  for 
a  retired  or  disabled  worker, 
whichever  is  applicable. 

Fully  insured. 

Either  fully  or  currently  insured. 


A    dependent,    unmarried    child    of    a    deceased 
worker  if  the  child  is: 

(a)  Under  age  18 ;  or 

(b)  Age  18  or  over  and  under  a  disability  which 
began  before  the  child  reached  age  18. 

The  dependent  widower,  age  65  or  over,  of  a  de- 
ceased woman  worker. 


Either  fully  or  currently  insured. 


Both  fully  and  currently  insured. 
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Monthly  benefits  can  be  paid  to: 

The  dependent  parents  of  the  deceased  worker 
(mother  at  age  62  or  over;  father  at  age  65  or 
over) . 

The  lump-sum  death  payment  is  payable : 

(a)  To  the  widow  (or  widower),  if  living  in 
the  same  household  with  the  worker  at  the 
time  the  worker  died;  or 

(b)  To  the  person  who  paid  the  deceased's 
burial  expenses,  if  there  is  no  eligible 
widow  or  widower. 


If  the  worker  is: 

Fully  insured. 


Either  fully  or  currently  insured. 
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Chapter  3 

RETIREMENT 
AND  DISABILITY 
BENEFITS 


300.  Old-age  insurance  benefit. 

301.  Amount  of  old-age  insurance  benefit  rate. 

302.  When  old-age  benefits  not  payable. 

303.  Termination  of  old-age  insurance  benefits. 

304.  Disability  insurance  benefits. 

305.  Amount  of  monthly  disability  insurance  benefit. 

306.  When  disability  insurance  benefit  not  payable. 

307.  Termination  of  disability  insurance  benefits. 

308.  Wife's  insurance  benefits. 

309.  Wife  defined. 

310.  Ceremonial  marriage. 

311.  Common-law  marriage. 

312.  Effect  of  divorce. 

313.  Last  marriage  usually  presumed  valid. 

314.  Having  a  child  "in  her  care"  defined. 

315.  Exercise  of  parental  control  and  responsibility. 

316.  Rendition  of  personal  services. 

317.  Mother  and  child  not  living  together. 

318.  Temporary  separations. 

3-19.  Separation  due  to  mother's  employment. 

320.  Separation  due  to  child's  school  attendance. 

321.  Amount  of  wife's  insurance  benefit. 

322.  When  wife's  insurance  benefit  not  payable. 

323.  Termination  of  wife's  insurance  benefits. 

324.  Husband's  insurance  benefits. 

325.  Husband  defined. 

326.  Requirement  of  furnishing  at  least  one-half  the  support  of  another. 

327.  Support  for  less  than  12  months. 

328.  What  items  are  counted. 

329.  Figuring  worker's  contribution. 

330.  Points  at  which  support  requirement  must  be  met. 

331.  When  evidence  of  support  must  be  submitted. 

332.  Amount  of  husband's  insurance  benefit. 

333.  When  husband's  insurance  benefit  not  payable. 

334.  Termination  of  husband's  insurance  benefits. 

335.  Child's  insurance  benefits. 

336.  Child  defined. 

337.  Legitimacy  of  children. 

338.  Legitimation  or  acknowledgment  of  children. 

339.  Legally  adopted  children. 

340.  Inheritance  rights  of  adopted  children. 

341.  Stepchild-stepparent  relationship. 

342.  Dependency  requirements  for  child  beneficiaries. 

343.  Dependency  upon  father  or  legally  adopting  father. 

344.  Dependency  upon  stepfather. 

345.  Dependency  upon  mother  or  legally  adopting  mother, 

346.  Dependency  upon  stepmother. 

347.  When  child  must  be  dependent  upon  insured  parent. 
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348.  Amount  of  child's  insurance  benefit. 

349.  When  child's  insurance  benefit  not  payable. 

350.  Termination  of  child's  insurance  benefits. 

300.  A  WORICER  IS  ENTITLED  TO  OLD-AGE  INSURANCE 
BENEFITS  IF:  ♦ 

A.  HeisfuUy  insured;  and 

B.  He  has  reached  retirement  age  (62  for  women,  65  for  men) ;  and 

C.  He  has  filed  an  application  for  old-age  insurance  benefits. 

An  application  is  not  required  if  the  claimant  is  entitled  to  disability 
insurance  benefits  for  the  month  before  the  month  in  which  he  or  she  reaches 
age  65.  The  disability  insurance  benefit  is  ended  and  the  old-age  insurance 
benefit  is  begun  automatically. 

If  requirements  (A)  and  (B)  were  both  met  before  the  month  in  Avhich 
the  application  is  filed,  the  worker  may  be  entitled  to  old-age  insurance 
benefits  retroactively  to  the  first  month  in  which  those  two  requirements 
were  met — but  not  more  than  12  months  before  the  month  in  which  the 
application  is  filed. 

301.  The  old-age  insurance  benefit  rale  is  equal  to  the  primary  insur- 
ance amount.  See  chapter  6  for  the  methods  of  determining  a  person's 
primary  insurance  amount — the  basis  for  all  benefits. 

A  woman  between  the  age  of  62  and  65,  and  otherwise  eligible  for  old- 
age  insurance  benefits,  can  choose  to  receive  an  "actuarially  reduced" 
benefit  at  that  time  or  she  can  wait  until  she  is  65  and  receive  her  full  old- 
age  insurance  benefit  rate.  If  she  chooses  to  receive  and  does  receive  her 
benefit  for  one  or  more  months  before  she  is  age  65 : 

A.  The  benefit  rate  which  she  would  ordinarily  receive  at  age  65  is 
reduced  by  a  certain  percentage  for  each  month  that  she  is  under  age 
65  as  explained  in  §§  635-638;  and 

B.  A  reduced  benefit  rate  will  be  paid  even  after  she  reaches  age  65. 

302.  Old-age  insurance  benefits  may  not  be  payable  for  some 
months  if  the  worker : 

A.  Earns  over  $1,200  a  year ;  or 

B.  Is  deported ;  or 

C.  Is  an  alien  living  outside  the  U.S.  for  6  months  or  more. 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in  chapter 
17. 

303.  Old-age  insurance  benefits  end  with  the  beneficiary's  death.  No 
old-age  insurance  benefit  can  be  paid  for  the  month  of  death.  However, 
survivor  benefits  may  be  payable  to  the  insured  person's  survivors  beginning 
with  the  month  of  his  death. 


304.  A  DISABLED  PERSOIV  IS  ENTITLED  TO  DISABILITY  IN- 
SURANCE BENEFITS  IF: 

A.  He  has  filed  an  application  for  disability  insurance  benefits;  and 

B.  He  is  age  50  or  over  but  has  not  reached  age  65 ;  and 

C.  He  is  disabled  as  defined  in  the  law  (see  chapter  5) ;  and 

D.  His  disability  has  lasted  for  6  full  calendar  months ;  and 

E.  He  is  fully  insured  and  has  at  least  20  quarters  of  coverage  out  of  the 
40  calendar  quarters  ending  with  the  quarter  in  which  his  disability 
began;  and 

F.  In  the  case  of  a  woman  worker,  she  was  not  previously  entitled  to  an 
actuarially  reduced  old-age  or  wife's  insurance  benefit  or  entitled  to 
widow's  or  parent's  insurance  benefits  for  any  month  before  the  month 
she  attained  age  65. 

The  6-months  waiting  period  (item  D)  begins  with  the  first  full  month 
that  the  person  has  been  under  a  disability  and  meets  the  disability  insured 
status  provision  in  (E)  above;  however,  this  month  cannot  be  more  than 
18  mouths  before  the  month  in  which  the  application  for  disability  insurance 
benefits  is  filed  nor  more  than  6  months  before  age  50  and  the  disability 
must  continue  up  until  the  time  the  application  is  filed. 

Disability  benefits  begin  with  the  first  month  in  which  all  five  of  the  above 
requirements  are  met.  If  requirements  (B)  through  (E)  are  all  met  in  a 
month  before  the  month  in  which  the  application  is  filed,  the  disabled 
worker  may  be  entitled  to  disability  insurance  benefits  retroactive  to  the 
first  month  in  w^hich  they  were  all  met — but  not  for  more  than  12  months 
before  the  month  in  which  the  application  is  filed. 

305.  The  disability  insurance  benefit  rale  is  equal  to  the  worker's  pri- 
mary insurance  amount  figured  as  though  he  became  entitled  to  old-age 
insurance  benefits  in  the  first  month  of  his  waiting  period.  (See  chapter  6 
for  the  methods  used  to  figure  the  primary  insurance  amount.) 

306.  Disability  insurance  beneSls  may  not  be  paid  if  the  disabled 
person : 

A.  Is  deported ;  or 

B.  Is  an  alien  and  has  lived  outside  the  U.S.  for  6  months  or  more;  or 

C.  Has  refused,  without  good  cause,  to  accept  vocational  rehabilitation 
services  available  under  a  State  plan  approved  under  the  Federal  Vo- 
cational Rehabilitation  Act. 

A  person  will  be  considered  to  have  good  cause  for  refusing  vocational 
rehabilitation  services  within  the  meaning  of  (C)  above  if,  for  example, 
he  is  a  member  or  adherent  of  any  recognized  church  or  religious  sect  which 
teaches  reliance  solely  upon  prayer  or  spiritual  means  for  the  treatment  of 
any  impairment,  and  his  refusal  to  accept  vocational  rehabilitation  services 
is  based  solely  on  his  belief  in  these  teachings. 
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307.  Disability  insurance  benefits  end  if  the  person:    A^KI  >.    -WH; 

A.  Is  no  longer  disabled  as  defined  in  the  Social  Security  Act  (see  chapter 
5) ;  or 

B.  Dies;  or 

C.  Becomes  entitled  to  old-age  insurance  benefits;  or 

D.  Reaches  age  65. 

The  disabled  person  is  not  entitled  to  a  disability  benefit  for  the  month 
in  which  the  event  ending  his  right  to  benefits  occurs.  A  person  entitled  to 
disability  insurance  benefits  automatically  becomes  entitled  to  old-age  insur- 
ance benefits  upon  reaching  age  65. 

308.  A  WIFE  IS  ENTITLED  TO  WIFE'S  INSURANCE  BENEFITS 

on  her  husband's  social  security  account  if: 

A.  Her  husband  is  entitled  to  old-age  or  disability  insurance  benefits;  and 

B.  She  has  filed  an  application  for  wife's  benefits;  and 

C.  She  is  not  entitled  to  an  old-age  or  disability  insurance  benefit  based 
on  a  primary  insurance  amount  equal  to  or  larger  than  one-half  of 
her  husband's  old-age  or  disability  insurance  benefit;  £uid 

D.  She  is  age  62  or  over,  or  has  in  her  care  a  child  entitled  to  benefits  on 
her  husband's  social  security  account;  and 

!     E.  She  meets  07ze  of  the  following  conditions: 

1.  She  has  been  married  to  her  husband  for  at  least  3  years  just  before 

she  filed  her  application  for  benefits;  or 

2.  She  is  the  mother  of  her  husband's  son  or  daughter.  This  require- 
ment is  met  if  she  has  borne  her  husband  a  live  child  (though  the 
child  need  not  still  be  living  when  she  applies  for  benefits)  ;  or 

3.  She  was  entitled  to  widow's,  parent's,  or  childhood  disability  bene- 
fits in  the  month  before  her  marriage  to  her  husband,  or  was  then 
eligible  for  widow's  or  parent's  benefits  except  for  not  having 
reached  age  62,  or  was  then  eligible  for  childhood  disability 
benefits, 

309.  A  claimant  is  the  wife  of  the  insured  person  if  under  applicable 
law  it  would  be  found  that  at  the  time  she  filed  application  for  benefits:      . 

A.  She  and  the  insured  person  were  validly  married ;  or 
"     B.  She  would  have  the  status  of  v/ife  with  respect  to  the  taking  of  intestate 
personal  property.  ^ 

Applicable  \a.\i  is  that  law  which  would  be  applied  by  the  courts  of: 

A.  The  State  in  which  the  insured  person  was  domiciled  at  the  time  the 
claimant  filed  application  for  benefits;  or 

B.  The  District  of  Columbia  if  he  was  not  then  doiiiiciled  in  any  State. 

310.  A  ceremonial  marriage  is  one  that  hats  been  performed  by  an  au- 
thorized public  official  or  clergyman  or  one  that  has  tiaken  place  in  ac- 
cordance with  the  rites  of  a  recognized  religion. 


311.  A  common-law  marriage  is  one  which  was  not  solemnized  by 
either  a  religious  or  civil  ceremony,  but,  in  certain  States,  may  be  entered 
into  by  the  mutual  agreement  of  a  man  and  woman  to  be  married  for  the 
rest  of  their  lives.  Most  States  (even  those  in  which  a  man  and  woman 
could  not  enter  into  a  valid  common-law  marriage)  will  recognize  a  com- 
mon-law marriage  validly  entered  into  in  another  State,  provided  that  the 
marriage  of  the  parties  is  not  repugnant  to  the  morals  and  public  policy  of 
the  State  or,  in  some  States,  provided  that  the  marriage  was  not  contracted 
elsewhere  for  the  purpose  of  evading  the  marriage  laws  of  the  State. 

The  basic  requirements  for  a  valid  common-law  marriage  (in  addition  to 
other  requirements  in  some  States)  are  that  both  parties  must: 

A.  Be  legally  capable  of  contracting  a  valid  marriage  with  each  other; 
and 

B.  Mutually  agree,  in  a  State  which  permits  nonceremonial  marriages  to 
arise,  to  take  each  other  as  husband  and  wife  at  once  (and  not  at  some 
time  in  the  future) . 

312.  A  decree  of  divorce,  in  some  States,  immediately  returns  the  parties 
to  the  status  of  single  persons  without  restriction  as  to  remarriage.  In 
other  States,  while  the  parties  are  no  longer  husband  and  wife  after  the 
judgment  of  divorce,  they  are  prohibited  by  the  law  of  the  State  or  by  the 
decree  of  divorce  from  remarrying  for  certain  periods,  e.g.,  during  a  stated 
waiting  period,  or  in  the  case  of  a  party  guilty  of  adultery,  during  the  life- 
time of  the  former  spouse.  In  still  other  States,  the  dissolution  of  the  mar- 
riage is  postponed  for  a  stated  period  following  the  judgment  of  divorce 
and  sometimes  additional  action  is  required  by  the  parties  and/or  the  court 
to  make  it  final  and  thereby  dissolve  the  marriage.  In  some  States,  a 
restriction  may  be  imposed  against  the  remarriage  of  the  guilty  party,  even 
after  the  divorce  has  become  final. 

A  remarriage  before  the  prior  marriage  is  dissolved  because  its 
dissolution  is  postponed  until  the  lapse  of  a  prescribed  period  after  a  judg- 
ment or  interlocutory  decree  of  divorce,  is  generally  held  to  be  void.  This 
is  true  no  matter  where  the  remarriage  is  entered  into  since  one  of  the 
parties  at  the  time  of  the  remarriage  did  not  have  the  status  of  an  unmarried 
person. 

A  remarriage  in  violation  of  a  restriction  against  remarriage  after 
a  divorce  dissolving  the  prior  marriage  becomes  final  is  generally  held  to 
be  void  by  the  State  imposing  the  restriction  if  the  remarriage  was  entered 
into  within  that  State.  However,  if  the  remarriage  was  entered  into  in 
another  State,  it  generally  is  considered  valid  in  all  States  unless : 

A.  The  State  of  divorce  or  the  State  of  remarriage  denies  recognition  to 
a  marriage  contracted  by  a  party  who  goes  to  another  State  to  avoid 
the  restrictions;  or 

B.  The  State  of  remarriage  prohibits  marriages  of  residents  of  other 
States  which  would  be  void  if  contracted  in  the  individual's  home 
State. 
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313.  The  last  of  several  conflicting  marriages  is  the  one  presumed  to 
be  valid  in  most  States  in  the  absence  of  evidence  to  the  contrary.  How- 
ever, this  does  not  mean  that  evidence  of  the  last  marriage  alone  is  enough 
to  establish  the  termination  of  the  prior  marriage.  Reasonable  efforts  must 
be  made  to  obtain  sufficient  evidence  and  information  to  permit  a  determina- 
tion to  be  made  on  the  facts.  All  leads  must  be  exhausted.  The  presump- 
tion in  use  in  the  particular  State  can  be  applied  only  if  enough  evidence 
cannot  be  obtained  to  determine  whether  or  not  the  prior  marriage  was 
terminated. 

314.  Having  a  child  in  her  care  is  a  basic  requirement  for  some  benefits. 
"In  her  care"  means  that  the  mother: 

A.  Exercises  parental  control  and  responsibility  for  the  welfare 
and  care  of  a  child  Mfificr  flg^e  18;  or 

B.  Performs  personal  services  for  a  disabled  child  18  years  of  age 
or  over. 

The  mother  may  be  exercising  parental  responsibility  or  performing  per- 
sonal services  alone  or  jointly  with  the  child's  father.  When  a  mother  is 
found  to  have  a  child  under  age  18  in  her  care  and  the  child  continues  to 
be  entitled  to  benefits  after  reaching  age  18  because  of  a  disability,  the 
mother  must  reestablish  that  the  child  is  in  her  care  by  showing  that  she 
performs  personal  services  for  the  child. 

315.  To  be  exercising  **parental  control  and  responsibility"  the 

claimant  must: 

A.  Display  a  strong  interest  in  the  proper  rearing  of  the  child; 

B.  Supervise  the  child's  activities ;  and 

C.  Participate  in  the  important  decisions  about  the  child's  physical  needs 
and  mental  development. 

.  This  parental  responsibility  can  be  exercised  directly,  as  when  the  mother 
and  child  are  living  together,  or  indirectly  by  instructing  the  child's  cus- 
todian and  insuring  that  the  instructions  are  carried  out.  In  any  case,  the 
mother  must  be  doing  more  than  just  providing  for  the  child's  food  and 
shelter. 

316.  The  **personal  services"  required  to  establish  "in  her  care"  where 
the  child  is  18  years  of  age  or  over  must  be  performed  regularly.  They 
must  be  in  addition  to  any  routine  household  services  ordinarily  performed 
for  any  other  adult  member  of  the  household.  Thus,  nursing  care,  feed- 
ing, or  dressing  would  constitute  personal  services,  as  would  the  direction 
or  supervision  of  the  activities  of  a  child  who  is  mentally  incompetent. 
Also,  the  mother  is  considered  to  be  performing  personal  services  when  her 
presence  is  required  by  the  nature  of  the  child's  disability. 

317.  When  the  mother  and  child  are  not  living  together  she  cannot 
meet  the  "in  her  care"  requirements  (whether  based  on  "parental  control 
and  responsibility"  or  "personal  services")  if : 
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A.  The  mother  or  child  is  mentally  incompetent ;  or 

B.  The  child  was  removed  from  the  mother's  custody  and  control  by  court 
order;  or 

G.  The  child  is  in  the  Armed  Forces;  or 

D.  The  mother  is  separated  from  her  husband,  and  the  child  is  living  with 
the  husband. 

318.  A  temporary  separation  does  not  prevent  a  finding  that  the  child 
was  in  the  care  of  the  mother  during  the  separation  if : 

A.  The  child  was  in  her  care  when  they  were  living  together ;  and 

B.  The  child  customarily  lives  with  the  mother ;  and 

C.  None  of  the  factors  in  §  317  exist. 

319.  When  a  mother's  employment  is  the  reason  for  separation  of  a 
mother  and  child  under  age  18,  the  mother  may  be  found  to  have  the  child  in 
her  care  if: 

A.  The  separation  is  expected  to  be  temporary;  or 

B.  The  separation  is  of  uncertain  duration  but  the  mother  exercises  pa- 
rental responsibility  for  the  child's  welfare  and  makes  substantial  con- 
tributions to  the  child's  support. 

320.  When  the  child's  school  attendance  is  the  reason  for  separation 
of  a  mother  and  child  under  age  18,  the  mother  may  be  found  to  have  a  child 
in  her  care  if: 

A.  The  child  is  not  under  the  exclusive  control  and  jurisdiction  of  the 
school;  and 

B.  The  child  spends  an  annual  vacation  of  at  least  30  days  with  the 
mother  (unless  it  is  not  feasible  for  the  child  to  return  home  during 
vacation.) 

If  the  child's  mother  is  separated  from  her  husband,  she  may  be  found  to 
have  a  child  in  her  care  only  if  she  has  not  lost  custody  of  the  child;  the 
child  normally  returns  to  her  during  vacations;  and  the  school  authorities 
look  to  her  when  they  have  a  question  concerning  the  child's  welfare.  If 
the  mother  has  lost  custody  of  the  child,  then  she  has  the  child  in  her  care 
only  when  the  child  actually  is  with  her  for  periods  of  30  days  or  more. 

321.  The  wife's  insurance  benefit  rate  is  one-half  of  her  husband's 
monthly  old-age  or  disability  insurance  benefit  amount;  however,  the  wife's 
benefit  paid  to  her  may  be  less  if : 

A.  The  "family  maximum"  applies  (see  §§  652-654  for  an  explanation  of 
reduction  in  benefit  rates  because  of  this  provision)  ;  or 

B.  She  is  entitled  to  an  old-age  or  disability  insurance  benefit  which  is 
smaller  than  her  wife's  benefit  rate  (only  tlie  difference  between  her 
old-age  or  disability  benefit  and  her  wife's  benefit  rate  is  paid  as  a 
wife's  insurance  benefit) ;  or 
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C.  She  is  between  age  62  and  65  and  her  wife's  benefit  is  actuarially  re- 
duced (see  §§635-638  for  an  explanation  of  how  the  actuarially  re- 
duced rate  is  figured ) . 

If  a  woman  chooses  to  receive,  and  is  paid,  an  actuarially  reduced  wife's 
benefit  for  months  before  age  65,  she  cannot  be  entitled  to  the  wife's  full 
benefit  rate  upon  reaching  age  65.  A  reduced  benefit  rate  is  payable  for 
as  long  as  she  remains  entitled  to  wife's  benefits.  However,  if  her  husband 
dies,  she  will  be  entitled  to  the  full  widow's  benefit  rate  despite  the  fact  that 
she  received  reduced  wife's  benefits,  since  the  widow's  benefit  is  not  subject 
to  actuarial  reduction. 

If  a  wife  has  in  her  care  a  child  entitled  to  benefits  on  her  husband's 
social  security  account,  her  wife's  benefits  are  not  actuarially  reduced. 

322.  Wife's  insurance  benefits  may  not  be  payable  for  some  months 
if: 

-A.  Her  husband's  old-age  insurance  benefit  is  not  payable  because  he 
worked  and  earned  over  $1,200  a  year;  or 

B.  Her  husband's  disability  insurance  benefit  is  not  payable  because  he 
refused  to  accept  vocational  rehabilitation  services;  or 

C.  She  works  and  earns  over  $1,200  a  year;  or 

D.  She  is  an  alien  and  has  lived  outside  the  U.S.  for  6  months  or  more; 
or 

E.  Her  husband  is  deported  and  she  is  an  alien  living  outside  the  U.S.;  or 

F.  She  is  under  age  62  and : 

1.  Does  not  have  in  her  care  a  child  of  her  husband  entitled  to  child's 
benefits;  or 

2.  The  child  in  her  care  is  entitled  to  childhood  disability  benefits  bat 
has  refused  to  accept  vocational  rehabilitation  services. 

A  woman  betiveen  62  and  65  years  of  age,  entitled  to  wife's  benefits  be- 
cause she  has  a  child  in  her  care,  is  not  paid  any  benefits  for  the  months 
that  the  child  is  not  in  her  care.  She  may  be  paid  an  actuarially  reduced 
benefit,  hoAvever,  if  she  files  a  "certificate  of  election"  to  receive  the  actu- 
arially reduced  benefit  for  those  months  in  which  the  child  is  out  of  her  care. 
(See  §  651  for  a  discussion  of  the  certificate  of  election.) 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in 
chapter  17^ 

323.  Wife's  insurance  benefits  end  when  s 

A.  She  dies;  or 

B.  She  and  her  husband  are  divorced ;  or 

C.  Her  husband  dies  (in  this  case  she  may  be  entitled  to  widow's  benefits)  ; 
or 

D.  Her  husband's  entitlement  to  disability  insurance  benefits  ends  and 
he  is  not  entitled  to  old-age  insurance  benefits ;  or 

E.  She  is  under  age  62  and  there  no  longer  is  a  child  of  her  husband 
entitled  to  child's  insurance  benefits;  or  '  *  - 
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F.  She  becomes  entitled  to  old-age  or  disability  insurance  benefits  and 
her  primary  insurance  amount  is  equal  to  or  larger  than  one-half  of 
her  husband's  old-age  or  disability  insurance  benefit. 

A  woman  is  not  entitled  to  wife's  insurance  benefits  for  the  month  in 
which  any  one  of  the  above  events  occurs. 

324.  A  HUSBAM)  IS  ENTITLED  TO  HUSBAIVD'S  INSURANCE 
BENEFITS  on  his  wife's  social  security  account  if: 

A.  His  wife  is  entitled  to  old-age  or  disability  insurance  benefits;   and 

B.  He  is  age  65  or  over ;  and 

C.  His  wife  was  currently  insured  (see  §  210  for  points  at  which  the  cur- 
rently insured  status  requirement  may  be  met)  ;  and 

D.  He  was  receiving  at  least  one-half  of  his  support  from  his  wife  at  one 
of  the  times  described  in  §330  ("one-half  support"  is  defined  in 
§§326-328);  and 

E.  He  has,  within  the  legal  time  limit,  filed  proof  that  he  was  receiving 
such  support  (see  §  331) ;  and 

F.  He  has  filed  an  application  for  husband's  benefits ;  and 

G.  He  is  not  entitled  to  an  old-age  insurance  benefit  that  is  equal  to  or 
larger  than  the  amount  of  the  husband's  insurance  benefit;  and 

H.  He  meets  one  of  the  following  conditions : 

1.  He  is  the  father  of  her  son  or  daughter ;  or 

2.  He  was  married  to  her  for  at  least  the  3  years  just  before  he  filed 
his  application  for  benefits;  or 

3.  He  was  entitled  to  widower's,  parent's,  or  childhood  disability  bene- 
fits in  the  month  before  his  marriage  to  his  wife,  or  was  then  eli'- 
gible  for  childhood  disability  benefits  or  for  widower's  or  parent's 
benefits  except  for  not  having  reached  age  65. 

The  requirements  in  (C),  (D),  and  (E)  above  do  not  apply  if  the  hus- 
band meets  the  requirements  in  (H)  (3). 

325.  A  claimant  is  the  husband  of  the  insured  person  if  under  ap- 
plicable law  it  would  be  found  that  at  the  time  he  filed  application  for 
benefits : 

A.  He  and  the  insured  person  were  validly  married ;  or 

B.  He  would  have  the  status  of  husband  with  respect  to  the  taking  of 
intestate  personal  property. 

Applicable  law  is  that  law  which  would  be  applied  by  the  courts  of: 

A.  The  State  in  which  the  insured  person  was  domiciled  at  the  time  the 
claimant  filed  application  for  benefits ;  or 

B.  The  District  of  Columbia  if  he  was  not  then  domiciled  in  any  State. 

326.  A  worker  is  furnishing  at  least  one-half  the  support  of  another 

if  he  is  making  regular  contributions  to  such  support  to  the  extent  of  one- 
half  or  more  at  the  time  the  one-half  support  requirement  must  be  met. 
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(See  §  330  for  a  husband;  §  411  for  a  widower;  §  347  for  a  child;  §  428 
for  a  former  wife  divorced ;  and  §  428  for  a  parent,  as  to  when  the  support 
requirement  must  be  met.)  Contributions  as  used  here  means  contributions 
actually  provided  by  the  contributor  from  his  own  property  or  funds.  In 
determining  whether  such  contributions  were  being  made  at  the  time  the 
one-half  support  requirement  must  be  met,  consideration  will  be  given  to  the 
facts  relating  to  the  claimant's  total  support  during  a  reasonable  period 
preceding  that  time. 

Ordinarily,  a  period  of  12  months  is  considered  a  reasonable  period  for 
purposes  of  determining  whether  the  one-half  support  requirement  is  met. 
If  the  worker  voluntarily  stopped  contributing  before  the  time  the  support 
requirement  must  be  met,  he  is  not  considered  to  have  been  contributing 
one-half  of  the  claimant's  support. 

327.  Less  than  12  montlis  may  be  a  reasonable  period  when: 

A.  Untoward  circumstances  (such  as  illness  or  unemployment)  forced 
the  worker  to  stop  contributing ;  and 

1.  He  had  contributed  at  least  one-half  the  claimant's  support  for  a 
minimum  of  3  months  of  this  12-month  period ;  and 

2.  The  claimant's  income  for  the  rest  of  the  12-month  period  was  re- 
duced 25  percent  or  more  (not  counting  public  assistance  grants) ; 
or 

B.  The  worker  had  started  contributing  one-half  the  claimant's  support 
a  short  time  before  the  support  requirement  must  be  met  and  intended 
to  do  so  on  a  permanent  and  continuing  basis. 

If  the  claimant  began  supporting  himself  or  someone  else  assumed  the 
burden  of  furnishing  more  than  one-half  the  claimant's  support  after  the 
worker  stopped  contributing  because  of  untoward  circumstances,  then  it 
cannot  be  found  that  the  worker  was  contributing  more  than  one-half  the 
claimant's  support. 

328.  The  term  "support"  includes  food,  clothing,  shelter,  medical 
needs,  etc.,  necessary  for  a  person's  Avell  being.  All  items  received  by  the 
claimant  for  his  sustenance  during  the  12-month  period,  whether  in  cash  or 
food  and  clothing,  are  counted  in  determining  whether  he  received  at  least 
one-half  of  his  support  from  the  worker. 

329.  To  determine  whether  the  worker  contributed  at  least  one-half 
the  claimant's  support  during  the  appropriate  period:  total  the  complete  cost 
of  maintaining  the  claimant  during  this  period,  divide  this  sum  in  half,  and 
match  the  resulting  figure  against  the  worker's  contributions  for  the  claim- 
ant's support  during  the  same  period. 

330.  The  point  at  which  a  husband  must  have  been  receiving  at  least 
ene-half  of  his  support  from  his  wife  is : 

A.  If  the  wife  is  entitled  to  disability  insurance  benefits,  the  husband  must 
have  been  receiving  at  least  one-half  of  his  support  from  her  at: 
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1.  The  beginning  of  her  period  of  disability ;  or 

2.  The  time  she  became  entitled  to  disability  insurance  benefits. 

B.  If  the  wife  is  entitled  to  old-age  insurance  benefits,  the  husband  must 
have  been  receiving  at  least  one-half  of  his  support  from  her  at  the 
time  she  became  entitled  to  such  benefits.  In  addition,  the  points  in 
(A)  (1)  and  (A)  (2)  may  be  used  if  she  had  a  period  of  disability  or 
was  entitled  to  disability  insurance  benefits  which  continued  until  her 
entitlement  to  the  old-age  insurance  benefits. 

331.  Evidence  of  support  must  be  filed  with  the  Social  Security  Ad- 
ministration: 

A.  Within  the  2-year  period  after  the  month  in  which  a  woman  worker 
became  entitled  to  old-age  insurance  benefits  (if  the  support  require- 
ment was  met  at  the  time  she  became  entitled  to  such  benefits)  ;  or 

B.  Within  the  2-year  period  after  the  month  in  which  the  woman  worker 
became  entitled  to  disability  insurance  benefits  (if  the  support  require- 
ment was  met  at  the  time  she  became  entitled  to  such  benefits)  ;  or 

C.  Within  the  2-year  period  after  the  month  in  which  the  woman  worker 
filed  her  application  to  establish  a  period  of  disability  (if  the  support 
requirement  had  been  met  as  of  the  time  the  period  of  disability  be- 
gan) ;  or 

D.  Within  the  2-year  period  ending  8/31/60,  if: 

1.  The  woman  worker  was  entitled  to  disability  insurance  benefits 
before  9/58,  and  the  support  requirement  was  met  at  the  time  she 
became  entitled  to  such  benefits ;  or 

2.  She  had  filed  an  application  to  establish  a  period  of  disability 
before  9/58,  and  the  support  requirement  was  met  at  the  time  her 
period  of  disability  began. 

Evidence  of  support  must  be  filed  within  the  appropriate  period  even 
though  the  husband  may  not  be  eligible  for  benefits  at  that  time  (for  ex- 
ample, he  is  not  then  65  years  of  age) .  The  2-year  period  may  be  extended 
if  good  cause  for  failure  to  file  v.ithin  the  legal  time  limit  is  established  (see 
§§  1420  and  1421). 

332.  The  husband^s  insurance  benefit  rate  is  equal  to  one-half  of  his 
wife's  primary  insurance  amount;  however  the  husband's  benefit  paid  to  him 
may  be  less  if : 

A.  The  "family  maximum"  applies,  requiring  a  reduction  in  the  total 
benefits  that  may  be  paid,     ( See  §  §  652-654. ) 

B.  He  is  entitled  to  an  old-age  benefit  which  is  smaller  than  his  husband's 
benefit  rate.  In  this  case  only  the  difference  between  his  old-age 
benefit  and  the  husband's  benefit  rate  is  paid  as  a  husband's  insurance 
benefit. 

333.  Husband's  insurance  benefits  may  not  be  paid  for  some 
months  if : 

A.  His  wife's  old-age  insurance  benefit  is  not  payable  because  she  is 
working  and  earning  over  $1,200  a  year ;  or 
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B.  'His   wife's   disability  insurahce  benefit   is  not  payable   because   she 

refused  to  accept  vocational  rehabilitation  services;  or 
C  He  works  and  earns  over  $1,200  a  year;  or 

D.  He  is  an  alien  and  has  been  living  outside  the  U.S.  for  6  months  or 
more;  or 

E.  His  wife  has  been  deported  and  he  is  an  alien  and  living  outside 
the  U.S. 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in  chap- 
ter 17. 

334.  Husband's  insurance  benefits  end  when : 

A.  He  dies;  or 

B.  His  wife's  entitlement  to  disability  insurance  benefits  ends  and  she  is  not 
entitled  to  old-age  insurance  benefits ;  or 

C.  His  wife  dies  (hemay  then  be  entitled  to  widower's  benefits)  ;  or 

D.  He  and  his  wife  are  divorced;  or 

E.  He  becomes  entitled  to  an  old-age  insurance  benefit  that  is  as  large 
as  or  larger  than  the  husband's  benefit  rate. 

He  is  not  entitled  to  a  husband's  insurance  benefit  for  the  month  in  which 
any  of  these  events  occurs. 

335.  A  CHILD  IS  ENTITLED  TO  CHILD'S  INSURANCE  BENEFITS 

on  the  social  security  account  of  his  parent  if: 

A.  An  application  for  child's  insurance  benefits  is  filed;  and 

B.  The  child  is  (or  was)  dependent  upon  the  parent  (see  §§  342-347) ; 
and 

C.  The  child  is  not  married;  and 

D.  The  child  is  under  age  18  or,  if  age  18  or  over,  is  under  a  disability 
which  began  before  age  18 ;  and 

E.  The  parent: 

1.  Is  entitled  to  disability  insurance  benefits;  or 

2.  Is  entitled  to  old-age  insurance  benefits;  or 

3.  Died  and  was  either  fully  or  currently  insured  at  the  time  of  death. 

336.  The  term  "chikF'  Includes  the  insured  worker's: 

A.  Legitimate  child,  or  any  other  child  who  would  have  the  right  under 
applicable  State  law  to  inherit  intestate  personal  property  from  the 
insured  worker  as  his  child. 

B.  Stepchild  (under  certain  circumstances;  see  §341) ; 

C.  Legally  adopted  child  (see  §  339) . 

Applicable  State  law  is  that  law  which  would  be  applied  by  the  courts  of  the 
State  in  which  the  insured  person  was  domiciled  at  the  time  the  claimartt 
filed  application  for  benefits  or,  if  the  insured  was  not  then  domiciled  in  any 
State,  then  by  the  courts  of  the  District  of  Columbia. 
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337.  The  legitimacy  of  a  child  is  also  important  for  social  security  pur- 
poses. Under  the  laws  of  most  States,  an  illegitimate  child  has  the  status  of 
child  for  the  purposes  of  sharing  in  the  distribution  of  the  intestate  personal 
property  of  his  natural  mother,  but  does  not  have  the  status  of  child  with 
regard  to  the  estate  of  his  natural  father. 

To  determine  the  child^s  legitimacy,  the  courts  of  a  State  usually  will 
look  to  the  law  of  the  State  in  which  the  parent  was  domiciled  at  the  time  of 
the  child's  birth  and  to  the  law  of  any  other  State  under  which  the  child's 
status  may  have  been  changed.  Thus,  even  if  the  State  in  which  the  parent 
is  domiciled  at  death  (or  when  the  child  applies  for  benefits)  would  not 
recognize  the  child  as  being  legitimate  under  its  own  laws,  the  child  may  still 
be  considered  legitimate  if  he  was  born  in  some  other  State. 

A  child  conceived  or  born  during  a  valid  marriage  is  jwesumed 
in  all  States  to  be  the  legitimate  child  of  the  husband  and  wife.  This  pre- 
sumption may  be  overcome,  however,  under  certain  conditions.  In  a  contro- 
versy over  a  child's  legal  status  most  States  follow  the  "Lord  Mansfield  Rule." 
Under  this  rule,  neither  the  testimony  of  the  child's  mother,  nor  the  testi- 
mony of  the  man  who  was  her  husband  at  the  time  that  the  child  was  con- 
ceived or  bom,  can  be  accepted  to  disprove  the  child's  legitimacy. 

Void  marriage  statutes  may,  in  some  States,  provide  that  children  of 
void  marriages,  or  certain  types  of  void  marriages,  are,  nevertheless,  legit- 
imate. In  other  States,  the  child  of  a  void  marriage  may  be  declared  legit- 
imate by  a  court  of  competent  jurisdiction. 

338.  A  child  not  born  in  legal  wedlock  may  be  able  to  inherit  the  intes- 
tate personal  property  of  his  natural  father  if  he  is  legitimated  or  acknowl- 
edged as  provided  by  the  applicable  State  law. 

A  child  is  legitimated,  that  is,  he  is  given  the  status  of  a  legitimate  child, 
if  the  acts  prescribed  by  State  law  for  legitimation  of  a  child  have  been 
performed. 

In  some  States,  a  child  may  acquire  rights  of  inheritance  without  being 
given  the  status  of  a  legitimate  child  if  only  certain  acts  prescribed  by  State 
law  are  performed  which  amount  to  acknowledgment  of  paternity  of  the 
child.  In  this  case,  the  child  must  have  been  actually  dependent  upon  his 
natural  father  to  be  entitled  to  benefits  on  his  natural  father's  social  security 
account  (see  §§  342-347). 

The  effective  date  of  legitimation  of  a  child  may  be  important  in 
determining  when  a  child  may  become  entitled  to  social  security  benefits. 
In  most  States,  a  child  legitimated  after  birth  is  considered  legitimate  from 
birth.  In  other  States,  such  a  child  is  legitimate  only  from  the  date  of  the 
legitimating  act. 

339.  A  legally  adopted  child  of  the  worker  means,  in  addition  to  a 
child  actually  adopted  by  the  worker,  any  child  living  in  the  worker's  home 
at  the  time  of  the  worker's  death  who  is  legally  adopted  by  the  worker's 
surviving  spouse  within  2  years  after  the  worker's  death  (or  before  8/29/60, 
whichever  is  later) ;  provided  that  the  child  was  not,  at  the  time  of  the 
worker's  death,  receiving  regular  contributions  toward  Jiis  support  from : 

A.  Someone  other  than  the  worker  or  the  worker's  spouse;  or 
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B.  A  public  or  private  welfare  agency  which  furnishes  services  or  as- 
sistance for  children. 

340,  The  right  of  an  adopted  child  to  inherit  from  his  natural 
parents  is  determined  as  follows:  Adoption  of  a  child  after  the  death  of 
the  child's  natural  parent  does  not  bar  the  child's  right  to  inherit  from  the 
deceased  natural  parent  under  the  intestacy  laws  of  any  State.  Adoption 
before  the  death  of  the  natural  parent,  however,  may  prevent  the  child  from 
inheriting  from  his  natural  parent  in  some  States. 

The  effective  date  of  an  adoption  decree  is  important  in  deciding  when 
an  adopted  child  may  become  entitled  to  benefits  and  also  in  deciding  when 
an  entitled  child's  benefit  is  to  be  terminated  because  of  adoption.  In  some 
States,  both  an  interlocutory  and  final  decree  of  adoption  may  be  issued. 
In  other  States,  only  one  decree  or  order  is  issued.  The  effective  date  of  an 
adoption  is  determined  by  the  law  of  the  State  where  the  adoption  took 
place. 

A  child  who  is  the  subject  of  an  unfulfilled  contract  to  adopt  may, 
in  most  States,  and  under  certain  conditions  have  the  status  of  a  child  for 
the  purpose  of  sharing  in  the  distribution  of  the  intestate  personal  property 
of  a  deceased  foster  parent.  In  this  case,  the  diild  has  the  status  of  a  child 
of  the  foster  parent  for  soeial  security  purposes.      Generally,  there  must  be: 

A.  An  expressed  or,  in  some  States,  implied  contract  to  adopt  the  child ; 
and 

B.  A  legal  consideration  for  the  adopting  parent's  promise  to  adopt;  and 
.    C.  In  some  States,  a  promise  to  give  the  child  inheritance  rights  in  the 

adopting  parent's  personal  property ;  and 

D.  Surrender  of  the  child  to  the  adopting  parent ;  and 

E.  Performance  by  the  child  under  the  contract. 

All  pertinent  documents  together  with  complete  and  detailed  statements 
of  the  parties  and  other  persons  having  knowledge  of  the  facts,  setting  forth 
full  information  about  the  factors  listed  above,  must  be  submitted.  Each 
case  of  this  type  must  be  handled  on  an  individual  basis. 

341.  A  stepchild-stepparent  relationship  arises  when  the  worker: 

A.  Marries  the  child's  natural  parent ;  or 

B.  Marries  the  child's  adopting  parent  after  the  adoption. 

Death  of  the  stepparent  does  not  end  the  relationship.  However,  if  the 
stepparent  and  the  child's  natural  or  adopting  parent  are  divorced,  the  step- 
parent-stepchild relationship  is  ended. 

A  stepchild  must  have  been  a  stepchild  of  the  parent  on  whose  social 
security  account  he  is  filing  for  benefits  for  at  least  3  years  before  the  day 
the  child's  application  is  filed  if  the  parent  is  alive.  If  the  parent  is  de- 
ceased, the  relationship  must  have  existed  for  at  least  one  year  before  the 
day  the  parent  died. 

The  evidence  required  to  establish  the  relationships  described  above  is. set 
forth  in  §§  1607-1609.  . 
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342.  A  child  must  be  dependent  upon  his  insured  parent  in  order  to 
qualify  for  benefits  on  his  parent's  social  security  account.  The  factors  that 
determine  whether  a  child  is  dependent  upon  a  parent  vary,  depending  upon 
whether  the  parent  is  the  natural  father  or  mother,  the  legally  adopting 
father  or  mother,  or  the  stepfather  or  stepmother.  The  various  dependency 
"tests"  are  set  out  in  §§  343-347. 

343.  A  child  is  dependent  upon  his  father  or  legally  adopting  father 

if  the  parent  and  child  are  living  together  or  the  parent  is  making  regular 
and  substantial  contributions  to  the  child's  support.  A  child  is  also  de- 
pendent upon  his  father  or  legally  adopting  father  even  though  they  are  not 
living  together  and  though  the  parent  is  not  contributing  to  the  child's 
support,  unless: 

A.  The  child  is  living  with  and  receiving  more  than  one-half  his  support 
from  his  stepfather ;  or 

B.  The  child  has  been  legally  adopted  by  another  person ;  or 

C.  The  child  is  not  the  worker's  legitimate  or  legally  adopted  child. 

344.  A  child  is  dependent  upon  his  stepfather  if: 

A.  The  stepfather  is  contributing  at  least  one-half  the  child's  support;  or 

B.  The  child  is  living  with  his  stepfather. 

345.  A  child  is  dependent  upon  his  mother  or  legally  adopting 
mother  regardless  of  whether  they  are  living  together  or  whether  she  is 
contributing  to  the  child's  support  if  the  mother  or  legally  adopting  mother 
is  currently  insured. 

If  the  mother  or  legally  adopting  mother  is  not  currently  insured^ 
the  child  is  dependent  on  her  only  if: 

A.  The  mother  or  legally  adopting  mother  is  contributing  at  least  one- 
half  the  child's  support ;  or 

B.  The  child  is  neither  living  with  his  father  (or  adopting  father)  nor 
receiving  regular  and  substantial  contributions  to  his  support  from 
him,  and: 

1.  The  child  and  the  mother  (or  legally  adopting  mother)  are  living 
together;  or 

2.  The  mother  (or  legally  adopting  mother)   is  making  regular  and 
substantial  contributions  to  the  child's  support : 

An  illegitimate  child^s  dependency  on  his  mother  is  decided  under 
these  same  rules;  however,  the  fact  that  the  father  is  living  with  or  con- 
tributing to  the  support  of  an  illegitimate  child  does  not  defeat  dependency 
on  the  mother  even  though  she  is  not  currently  insured,  unless  the  child 
can  share  in  the  distribution  of  personal  property  from  his  father  under  the 
intestacy  laws  of  the  State  in  which  the  father  is  domiciled. 

346.  A  child's  dependency  upon  his  stepmother  is  determined  under 
the  same  rules  used  to  determine  the  child's  dependency  upon  a  mother  or 
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legally  adopting  mother  who  is  not  currently  insured.     (See  §  345  (A)  and 

(B).) 

347.  A  child  imist  be  dependent  upon  the  insured  parent  at  a  spe- 
cific time  as  set  out  in  the  Social  Security  Act  (and,  as  of  this  time,  must 
also  have  the  status  of  a  "child,"  see  §  336) .  The  time  as  of  which 
dependency  must  be  established  is  as  follows: 

A.  //  the  insured  parent  is  entitled  to  disability  insurance  benefits, 

the  child  must  have  been  dependent  on  him  at: 

1.  The  beginning  of  the  parent's  period  of  disability ;  or 

2.  The  time  the  parent  became  entitled  to  disability  insurance  benefits. 

B.  //  the  insured  parent  is  entitled  to  old'age  insurance  benefits, 
the  child  must  have  been  dependent  on  him  at  the  time  the  application 
for  child's  insurance  benefits  was  filed,  unless  the  parent  was  entitled 
to  disability  insurance  benefits  up  to  his  entitlement  to  old-age  insur- 
ance benefits.  In  that  event,  the  child  must  have  been  dependent  upon 
him  at: 

1.  The  beginning  of  the  parent's  period  of  disability ;  or 

2.  The  time  the  parent  became  entitled  to  disability  insurance  bene- 
fits; or 

3.  The  time  the  parent  became  entitled  to  old-age  insurance  benefits. 

C.  //  the  insured  parent  is  dead,  the  child  must  have  been  dependent 
on  him  at  the  time  the  parent  died.  In  addition,  if  the  parent  was 
entitled  to  disability  insurance  benefits  or  had  a  period  of  disability 
that  did  not  end  before  he  died,  the  alternative  times  in  (B)  (1) ,  (2) , 
and  (3)  above  may  be  used. 

A  period  of  disability  is  established  or  "begins"  as  of  a  date  determined 
under  the  provisions  of  the  Social  Security  Act  as  described  in  chapter  5. 

348.  A  child's  monthly  benefit  rate  is  one-half  his  insured  parent's 
primary  insurance  amount  if  the  parent  is  entitled  to  disability  or  old-age 
insurance  benefits.  If  the  insured  parent  is  dead,  an  additional  one-fourth 
of  the  primary  insurance  amount  is  divided  equally  among  all  of  the  chil- 
dren entitled  to  benefits  on  the  deceased's  social  security  account  (if  there 
is  only  one  child  entitled  to  benefits,  his  benefit  rate  is  three-fourths  of  the 
primary  insurance  amount) .  The  benefit  paid  to  a  child  may  be  less, 
however,  if: 

A.  The  "family  maximum"  applies  and  the  benefit  rate  must  be  propor- 
tionately reduced  (see  §§  652-654) ;  or 

B.  A  disabled  "child"  is  also  entitled  to  disability  or  old-age  insurance 
benefits  on  his  own  social  security  account  which  are  smaller  than  his 
child's  benefit  rate.  (In  this  case  only  the  difference  between  his  old- 
age  or  disability  insurance  benefit  and  the  child's  benefit  rate  is  paid 
as  a  child's  insurance  benefit.) 

See  §  §  655-659  for  the  effect  of  simultaneous  eligibility  for  other  benefits 
on  the  child's  insurance  benefit. 
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349.  Child's   insurance    benefits   may   not   be   payable   for   some 
months  if: 

A.  The  parent's  old-age  insurance  benefit  is  not  payable  because  the 
parent  works  and  earns  over  $1,200  a  year;  or 

B.  The  parent's  disability  insurance  benefit  is  not  payable  because  the 
parent  refuses  without  good  cause  to  accept  vocational  rehabilitation 
services;  or 

C.  The  child  works  and  earns  over  $1,200  a  year;  or 

D.  The  parent  has  been  deported  and  the  child  is  an  alien  living  outside 
the  U.S. ;  or 

E.  The  child  is  an  alien  living  outside  the  U.S.  for  6  months  or  more;  or 

F.  The  child  is  entitled  to  childhood  disability  benefits  and : 

1.  Refuses  without  good  cause  to  accept  vocational  rehabilitation  serv- 
ices ;  or 

2.  Is  married  to  an  old-age  insurance  beneficiary  whose  benefit  is  not 
payable  because  he  is  working;  or 

3.  Is  married  to  a  disability  insurance  beneficiary  whose  benefit  is  not 
payable  because  of  refusal  to  accept  vocational  rehabilitation 
services. 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in  chapter  17. 

350.  Child's  insurance  benefits  end  when : 

A.  The  child  dies,  or 

B.  The  child  reaches  age  18;  or  if  disabled  and  age  18  or  over,  the  dis- 
ability ends ;  or 

C.  The  child  is  adopted  (however,  adoption  by  a  stepparent,  grandparent, 
aunt,  or  uncle  after  the  insured  parent's  death  does  not  end  the  child's 
benefits)  ;   or 

D.  The  insured  parent's  right  to  disability  insurance  benefits  ends  (how- 
ever, if  the  parent's  disability  benefit  is  ended  because  he  became  en- 
titled to  old-age  insurance  benefits  or  died,  the  child's  benefits  are  not 
ended) ;   or 

E.  The  child  marries;  however,  if  a  disabled  child  age  18  or  over  mar- 
ries another  social  security  beneficiary,  see  §  1742.  If  the  marriage 
is  absolutely  void,  or  has  been  annulled  from  the  beginning,  see 
§  1743. 

The  beneficiary  is  not  entitled  to  child's  benefits  for  the  month  in  which 
any  of  the  above  events  occurs. 


41 


Chapter  4 


SURVIVORS 

BENEFITS 


400.  Benefits  payable  to  survivors  of  deceased  insured  worker. 

401.  Widow's  insurance  benefits. 

402.  V/idow  defined. 

403.  When  application  for  widow's  insurance  benefits  not  required. 

404.  Effect  of  remarriage. 

405.  Amount  of  widow's  insurance  benefit. 

406.  When  widow's  insurance  benefit  not  payable. 

407.  Termination  of  widow's  insurance  benefits. 

408.  Widower's  insurance  benefits. 

409.  Widower  defined. 

410.  Effect  of  remarriage. 

411.  Points  at  which  support  requirement  must  be  met. 

412.  When  evidence  of  support  must  be  filed. 

413.  Amount  of  widower's  insurance  benefit.  _ 

414.  When  widower's  insurance  benefit  not  payable. 

415.  Termination  of  widower's  insurance  benefits. 

416.  Child's  insurance  benefits — insured  person  deceased. 

417.  Child  defined. 

418.  Amount  of  child's  insurance  benefit. 

419.  When  child's  insurance  benefit  not  payable. 

420.  Termination  of  child's  insurance  benefits. 

421.  Mother's  insurance  benefits. 

422.  Effect  of  remarriage. 

423.  Amount  of  mother's  insurance  benefit. 

424.  When  mother's  insurance  benefit  not  payable. 

425.  Termination  of  mother's  insurance  benefits. 

426.  Parent's  insurance  benefits. 

427.  Parent  defined.  , 

428.  Points  at  which  support  requirement  must  be  met. 

429.  When  evidence  of  support  must  be  filed. 

430.  Amount  of  parent's  insurance  benefit. 

431.  When  parent's  insurance  benefit  not  payable. 

432.  Termination  of  parent's  insurance  benefits. 

433.  The  lump-sum  death  payment. 

434.  When  no  lump-sum  death  payment  payable. 

435.  When  application  must  be  filed. 

436.  Lump-sum  payable  to  surviving  spouse  based  on  relationship. 

437.  Living  in  the  same  household  requirement. 

438.  Lump-sum  payable  to  person  paying  burial  expense. 

439.  Who  cannot  be  entitled  to  the  lump-sum. 

440.  When  payment  may  be  based  on  expenses  paid  under  a  contract,  plan,  or 
general  psactice. 

441.  Entitlement  of  deceased's  estate. 

442.  Consent  to  lump-sum  payrrient  by  surviving  relatives. 
44'3.  Reimbursable  burial  expenses. 
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444.  Nonreimbursable  burial  expenses. 

445.  Period  within  which  burial  expenses  must  be  paid. 

446.  When  burial  expenses  paid  in  foreign  currency. 

447.  Limitation  of  amount  of  lump-simi  payable. 

448.  Waiving  of  right  to  reimbursement. 

400.  IF  THE  INSURED  WORKER  DIES  benefits  can  be  paid  to  the 
eligible  widow,  widower,  parents,  or  children  of  the  deceased.  All  survivor's 
benefit  rates  are  figured  as  a  percentage  of  the  deceased  worker's  primary 
insurance  amount. 

If  the  worker  was  insured  imder  the  Railroad  Retirement  Act,  benefits 
may  be  payable  to  the  surviving  widow,  widower,  child,  or  parent  under  that 
Act  rather  than  under  the  Social  Security  Act.     See  §§  2030-2036. 

Any  person  convicted  of  the  felonious  homicide  of  the  worker  cannot  be- 
come entitled  to  monthly  benefits  or  the  lump-sum  death  payment  otherwise 
payable  on  the  deceased's  social  security  account. 

401.  A  WIDOW,  AGE  62  OR  OVER,  IS  ENTITLED  TO  WIDOW'S 
INSURANCE  BENEFITS  IF: 

A.  Her  husband  died  after  1939  and  he  was  fully  insured  at  his  death; 
and 

B.  She  is  not  entitled  to  an  old-age  insurance  benefit  that  is  equal  to  or 
larger  than  the  widow's  benefit;  and 

C.  She  has  filed  an  application  for  widow's  insurance  benefits  (see  §  403 
for  exceptions)  ;  and 

D.  She  has  not  remarried  (however,  see  §  404) ;  and 

E.  One  of  the  following  conditions  is  met : 

1.  She  was  married  to  the  deceased  worker  for  at  least  the  one  year 
just  before  he  died;  or 

2.  She  is  the  mother  of  his  son  or  daughter ;  or 

3.  She  legally  adopted  his  son  or  daughter  during  their  marriage  and 
before  the  child  reached  age  18 ;  or 

4.  She  was  married  to  him  when  they  both  legally  adopted  a  child 
underage  18;  or 

5.  He  legally  adopted  her  son  or  daughter  during  their  marriage  and 
before  the  child  reached  age  18 ;  or 

6.  In  the  month  before  the  month  of  her  marriage  to  the  deceased 
worker,  she  was  entitled  to  widow's,  parent's  or  disabled  child's 
benefits  or,  in  that  month,  was  eligible  for  widow's  or  parent's 
benefits  except  for  not  having  reached  age  62,  or  for  childhood 
disability  benefits. 

402.  A  claimant  is  the  widow  of  the  insured  person  if  under  appli- 
cable law  it  would  be  found  that  at  the  time  the  insured  person  died: 

A.  She  and  the  insured  person  were  validly  married;  or 

B.  She  would  have  the  status  of  widow  with  respect  to  the  taking  of 
intestate  personal  property. 
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Applicable  law  is  that  law  which  would  be  applied  by  the  courts  of: 

A.  The  State  in  which  the  insured  person  was  domiciled  at  the  time  he 
died;  or 

B.  The  District  of  Columbia  if  he  was  not  then  domiciled  in  any  State. 

403.  An  application  for  widow's  benefits  is  not  required  if  the  woman 
was  entitled  to  wife's  benefits  for  the  month  immediately  preceding  the 
month  in  which  her  husband  died,  or  if  she  was  entitled  to  mother's  bene- 
fits for  the  month  immediately  preceding  the  month  in  which  she  attained 
age  62. 

404.  A  woman's  remarriage  will  not  prevent  her  from  becoming 
entitled  to  widow's  benefits  on  her  prior  deceased  husband's  social  secu- 
rity account  if : 

A.  Her  subsequent  husband  died  within  one  year  after  the  day  of  their 
marriage  and  he  was  not  fully  insured  at  his  death ;  or 

B.  The  subsequent  marriage  is  absolutely  void  under  State  law;  or  if  the 
marriage  is  merely  voidable,  there  was  a  court  decree  annulling  the 
marriage  and  the  annulment  is  effective  from  the  date  the  marriage 
took  place.  ( If  the  decree  of  annulment  is  effective  only  prospectively 
from  the  date  of  the  decree,  the  woman  cannot  be  entitled  to  widow's 
benefits  on  the  social  security  account  of  her  prior  deceased  husband.) 

405.  The  widow's  insurance  benefit  rate  is  equal  to  three-fourths  of  her 
deceased  husband's  primary  insurance  amount.  However,  the  widow's 
insurance  benefit  actually  payable  may  be  less  if : 

A.  A  reduction  is  necessary  because  the  "family  maximum"  applies  (this 
reduction  is  discussed  in  §§  652-654)  ;  or 

B.  The  widow  is  also  entitled  to  a  smaller  old-age  insurance  or  disability 
insurance  benefit  (only  the  difference  between  the  larger  widow's 
insurance  benefit  and  the  other  benefit  is  payable  as  the  widow's 
insurance  benefit;  however,  this  amount  is  payable  in  addition  to  the 
other  benefit). 

See  §  §  655-659  for  the  effect  of  simultaneous  entitlement  to  other  types  of 
social  security  benefits. 

406.  Widow's  benefits  may  not  be  paid  for  some  months  if  the 

widow : 

A.  Works  and  earns  over  $1,200  a  year ;  or 

B.  Is  an  alien  and  lives  outside  the  U.S.  for  6  months  or  more;  or 

C.  Is  an  alien  living  outside  the  U.S.  and  the  worker  had  been  deported. 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in  chap- 
ter 17. 
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407.  Widow's  benefits  end  if  the  woman :  l> 

A.  Dies;  or 

B.  Becomes  entitled  to  an  old-age  insurance  benefit  which  is  as  large  as  or 
larger  than  her  widow's  benefit;  or 

C.  Marries;  however,  if  she  marries  a  man  entitled  to  social  security 
benefits  as  a  widower,  parent,  or  disabled  "child"  age  18  or  over, 
see  §  1742.  If  the  subsequent  marriage  is  absolutely  void,  or  has  been, 
annulled  from  the  beginning,  or  ended  by  death  of  the  husband  within 
one  year,  see  §  1743. 

A  woman  is  not  entitled  to  widow's  benefits  for  the  month  in  which  any  cue 
of  the  above  events  occurs. 

408,  A  WIDOWER  IS  ENTITLED  TO  WIDOWER'S  INSURANCE 

BENEFITS  on  his  deceased  wife's  social  security  account  if: 

A.  He  is  65  years  of  age  or  over ;  and  ^^'  '0 

B.  His  wife  was  both  fully  and  currently  insured  and  died  after  8/50; 
and 

C.  He  has  not  remarried  (however,  see  §  1743)  ;  and 

D.  He  is  not  entitled  to  an  old-age  insurance  benefit  as  large  as  or  larger 
than  the  widower's  benefit ;  and 

E.  He  was  receiving  at  least  one-half  his  support  from  his  wife  at  the 
time  described  in  §  411  (see  §§  326-328  for  a  definition  of  support) ; 
and 

F.  He  timely  filed  (see  §  412)  evidence  with  the  Social  Security  Admin- 
istration that  he  was  receiving  one-half  his  support  from  his  wife;  and 

G.  He  has  filed  an  application  for  widower's  benefits  (however,  this  is  not 
required  if  he  was  entitled  to  husband's  insurance  benefits  for  the 
month  before  the  month  in  which  his  wife  died )  ;  and 

H.  He  meets  one  of  the  following  conditions : 
j.        1.  He  was  married  to  his  wife  for  at  least  the  one  year  just  before  her 
^^  death;  or 

2.  He  was  the  father  of  her  son  or  daughter ;  or 

3.  He  legally  adopted  her  son  or  daughter  during  their  marriage  and 
while  the  child  was  under  age  18 ;  or 

4.  He  was  married  to  her  when  they  both  legally  adopted  a  child 
under  age  18 ;  or 

5.  She  legally  adopted  his  son  or  daughter  while  he  was  married  to 
her  and  while  the  child  was  under  age  18 ;  or 

6.  In  the  month  prior  to  his  marriage  to  his  deceased  wife  he  was 
entitled  to  widower's,  parent's,  or  childhood  disability  benefits  or, 
in  that  month,  was  eligible  for  widower's  or  parent's  benefits  except 
for  not  having  reached  age  65,  or  for  childhood  disability  benefits. 

The  currently  insured  requirement  in  (B)  and  the  requirements 

in  (E)  and  (F)  above  do  not  apply  if  any  one  of  the  conditions  in  (H) 
(6)  is  met. 


409.  A  claimant  is  the  widower  of  the  insured  person  if  under  appli- 
cable law  it  would  be  found  that  at  the  time  the  insured  person  died  : 

A.  He  and  the  insured  person  were  validly  married;  or 

B.  He  would  have  the  status  of  widower  with  respect  to  the  taking  of  intes- 
tate personal  property. 

Applicable  law  is  that  law  which  would  be  applied  by  the  courts  of: 

A.  The  State  in  which  the  insured  person  was  domiciled  at  the  time  she 
died;  or 

B.  The  District  of  Columbia  if  she  was  not  then  domiciled  in  any  State. 

410.  A  remarriage  may  be  disregarded  if: 

A.  It  is  absolutely  void  under  State  law ;  or 

B.  It  is  voidable  and  there  was  a  court  decree  annulling  the  marriage  and, 
under  State  law,  the  annulment  is  effective  from  the  day  of  the  mar- 
riage. (If  the  decree  of  annulment  is  effective  only  prospectively  from 
the  date  of  the  decree,  the  remarriage  cannot  be  disregarded.) 

411.  The  point  at  which  a  widower  must  have  been  receiving  at 
least  one-half  his  support  from  his  deceased  wife  is: 

A.  If  a  period  of  disability  established  for  the  deceased  wife  had  con- 
tinued up  until  the  time  she  became  entitled  to  old-age  or  disability 
benefits  or  died  (whichever  happened  first),  the  widower  must  have 
been  receiving  one-half  support : 

1.  Atthebeginningof  the  period  of  her  disability;  or 

2.  At  the  time  she  became  entitled  to  disability  insurance  benefits  if 
she  was  currently  insured  then ;  or 

3.  At  the  time  she  became  entitled  to  old-age  insurance  benefits  if  she 
was  then  currently  insured;  or 

4.  At  the  time  of  her  death. 

B.  //  no  period  of  disability  had  been  established  for  the  deceased 
wife  or  if  an  established  period  of  disability  had  ended  before  she 
became  entitled  to  old-age  insurance  benefits  or  died  (whichever  oc- 
curred first)  the  widower  must  have  been  receiving  one-half  support: 

1.  At  the  time  of  her  death ;  or 

2.  At  the  time  she  became  entitled  to  old-age  insurance  benefits  if  she 
was  then  currently  insured. 

412.  Evidence  of  support  must  be  filed  within  a  2-year  period  which 
is  determined  by  the  point  in  time  at  which  the  one-half  support  requirement 
was  met  in  a  particular  case. 

//  the  support  Evidence  of  support  must  be 

requirement  was  met:  filed  with  the  Bureau  within: 

At  the  time  the  wife  became  entitled        The  2-year  period  after  the  month 
to  old-age  benefits.  in  which  she  became  entitled  to 


old-age  benefits. 


46 


1/  the  support  Evidence  of  support  must  he 

requirement  was  met:  filed  with  the  Bureau  within: 

At  the  time  the  wife  became  entitled         The  2-year  period  after  the  month 
to  disability  benefits.  in  which  she  became  entitled  to 

disability  benefits. 
At  the  beginning  of  the  disability         The  2-year  period  after  the  month 
period  established  for  the  wife.  in  which  she  filed  her  application 

for  a  disability  period.  . 
At  the  time  of  the  wife's  death.  The  2-year  period  ending  with  the 

second  anniversary  of  her  death. 

Evidence  of  support  must  be  filed  within  the  appropriate  period  even 
though  the  widower  may  not  be  eligible  for  benefits  at  that  time.  The  2-year 
period  may  be  extended  for  "good  cause"  (see  §  1420 ) . 

413.  The  widower's  insurance  benefit  rate  is  three-fourths  of  his  de- 
ceased wife's  primary  insurance  amount.  However,  the  benefit  actually 
payable  may  be  less  if: 

A.  A  reduction  is  necessary  because  the  "family  maximum"  applies  (see 
§§  652-654)  ;  or 

B.  He  is  entitled  to  an  old-age  insurance  benefit  smaller  than  the  widower's 
benefit.  The  amount  of  the  old-age  insurance  benefit  is  subtracted 
from  the  widower's  insurance  benefit  and  only  the  difference  is  payable 
as  the  v/idower's  insurance  benefit.  Of  course,  this  is  payable  in 
addition  to  the  old-age  insurance  benefit. 

For  the  effect  of  simultaneous  entitlement  to  other  social  security  benefits, 
see  §§655-659. 

414.  A  widower's  benefits  may  not  be  payable  for  some  months  if: 

A.  He  works  and  earns  over  $1,200  a  year ;  or 

B.  He  is  an  alien  living  outside  the  U.S.  for  6  months  or  more;  or 

C.  His  wife  had  been  deported  and  he  is  an  alien  living  outside  the  U.S. 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in 
chapter  17. 

415.  Widower's  insurance  benefits  end  when : 

A.  He  dies;  or 

B.  He  is  entitled  to  an  old-age  benefit  which  is  equal  to  or  larger  than 
his  widower's  benefit;  or 

g,  C.  He  marries;  however,  if  he  marries  a  woman  who  was  already  entitled 
to  social  security  benefits  as  a  widow,  mother,  parent,  or  disabled 
"child"  age  18  or  over,  see  §  1742.  K  the  subsequent  marriage  is 
absolutely  void  or  has  been  annulled  from  the  beginning,  see  §  1743. 

He  is  not  entitled  to  a  widower's  benefit  for  the  month  in  which  any  of  the 
terminating  events  occurs. 
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416.  A  CHILD  IS  ENTITLED  TO  CHILD'S  INSURANCE  BENE- 
FITS IF: 

A.  The  worker-parent  died  after  1939  and  was  either  fully  or  currently 
insured  at  death ;  and 

B.  He  (or  she)  is  the  child  of  the  deceased ;  and 

C.  The  child  is  under  age  18,  or  age  18  or  over  but  under  a  disability 
which  began  before  age  18;  and 

D.  The  child  was  dependent  upon  the  deceased  parent  (see  §§  342-347 
for  the  dependency  "tests")  ;  and 

E.  The  child  is  not  married ;  and 

F.  An  application  for  child's  insurance  benefits  is  filed  (the  application 
is  not  required,  however,  if  the  child  was  entitled  to  child's  insurance 
benefits  on  the  deceased  parent's  earnings  account  for  the  month  before 
the  month  in  which  the  parent  died) . 

417.  The  term  "child"  as  used  above,  includes  the  insured  worker's: 

A.  Legitimate  child,  or  any  other  child  who  would  have  the  right  under 
applicable  State  law  to  inherit  intestate  personal  property  from  the  in- 
sured worker  as  his  child. 

B.  Stepchild  (under  certain  circumstances — see  §  341) ;  or 

C.  Legally  adopted  child  (see  §  339) . 

Applicable  State  law  is  that  law  which  would  be  applied  by  the  courts  of 
the  State  in  which  the  insured  person  was  domiciled  at  his  death,  or  if  not 
then  domiciled  in  any  State,  the  District  of  Columbia. 

418.  The  child's  insurance  benefit  rale  is  one-half  of  the  deceased 
parent's  primary  insurance  amount  plus  an  additional  one-fourth  of  the 
primary  insurance  amount  divided  among  all  of  the  children  entitled  to 
benefits  on  the  same  social  security  account. 

Example:  The  deceased  parent's  primary  insurance  amount  is  $100. 
If  there  is  only  one  child  entitled  to  benefits,  the  child's  benefit  is  $75.  If 
there  are  two  children  entitled  to  benefits,  each  child's  benefit  rate  is  $62.50 
(one-half  the  primary  insurance  amount  (or  $50)  plus  one-half  of  the  ad- 
ditional quarter  of  the  primary  insurance  amount  (or  $12.50) ) . 

The  child's  insurance  benefit  may  be  less,  however,  if  the  "family 
maximum"  applies  and  all  the  benefits  payable  have  to  be  reduced  (see 
§§652-654  for  a  discussion  of  the  family  maximum).  See  §§655-659 
for  the  effect  of  simultaneous  entitlement  to  more  than  one  social  security 
benefit. 

419.  The  child's  insurance  benefit  may  not  be  payable  for  some 
months  if: 

A.  The  child  works  and  earns  over  $1,200  a  year;  or 

B.  The  child  is  an  alien  living  outside  the  U.S.  for  6  months  or  more;  or 

C.  The  insured  parent  had  been  deported  and  the  child  is  an  alien  living 
outside  the  U.S. ;  or 


D.  The  disabled  child,  age  18  or  over,  refuses  to  accept  vocational  re- 
habilitation services  without  good  cause. 

E.  The  disabled  child,  age  18  or  over,  is  married  to  an  old-age  insurance 
beneficiary  whose  benefit  is  not  payable  because  of  work  activity;  or 

F.  The  disabled  child,  age  18  or  over,  is  married  to  a  disability  insurance 
beneficiary  whose  benefit  is  not  payable  because  of  refusal  to  accept 
vocational  rehabilitation  services  without  good  cause. 

The  provisions  regarding  nonpayment  of  benefits  are  discussed  in  chap- 
ter 17. 

420.  Child's  benefits  end  when : 

A.  The  child  dies;  or 

B.  The  child  reaches  age  18  or,  if  18  or  over  and  disabled,  when  no  longer 
disabled;  or 

C.  The  child  is  adopted  after  the  insured  parent's  death  by  someone  other 
than  a  stepparent,  grandparent,  aunt,  or  uncle;  or 

D.  The  child  marries;  however,  if  a  disabled  child  age  18  or  over  mar- 
ries another  social  security  beneficiary,  see  §  1742.  If  the  marriage 
is  absolutely  void  or  has  been  annulled  from  the  beginning  see 
§  1743.  .         .        .      , 

The  beneficiary  is  not  entitled  to  child's  benefits  for  the  month  in  v^rhich 
any  of  the  above  events  occurs. 

421.  A  WIDOW  OR  FORMER  WIFE  DIVORCED  IS  ENTITLED  TO 

MOTHER'S  INSURANCE  BENEFITS  (whether  or  not  she  has  reached 
age  62)  if: 

A.  The  insured  person  died  either  fully  or  currently  insured  after  1939; 
and 
'  B.  She  has  filed  an  application  for  mother's  insurance  benefits  (however, 
no  application  is  required  frOm  a  widow  if  she  was  entitled  to  wife's 
'  ''       benefits  for  the  month  before  the  month  in  which  her  husband  died)  ; 
and 
C.  She  is  not  entitled  to  an  old-age  benefit  which  is  equal  to  or  larger 
than, three-fourths  of  the  deceased  worker's  primary  insurance  amount ; 
and 

p.  She  has  in  her  care  a  child  of  the  deceased  worker  entitled  to  chiLf  s 
insurance  benefits  (see  §§  314-320  for  definition  of  "in  her  care") ;  and 

E.  She  has  not  remarried  (however,  see  §  422)  ;  and 

F.  She  meets  one  of  the  following  conditions : 

1.  She  is  the  mother  of  the  deceased  worker's  child ;  or 

2.  She    legally    adopted    his    son    or    daughter    before    the    child's 
eighteenth  birthday  and  during  her  marriage  to  the  worker;  or 

3.  He    legally    adopted   her    son    or    daughter    before    the    child's 
eighteenth  birthday  and  during  their  marriage;  or 

4.  They  both  legally  adopted  a  child  under  age  18  during  their  mar- 
riage; or 
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In  the  case  of  the  widow  only 

5.  She  was  married  to  the  deceased  for  at  least  the  one  year  just 
before  his  death;  or 

6.  She  was  entitled  to  childhood  disability,  widow's,  or  parent's  bene- 
fits in  the  month  before  the  month  in  which  she  married  the  de- 
ceased, or  in  that  month  was  eligible  for  widow's  or  parent's  bene- 
fits except  for  not  having  reached  age  62,  or  for  childhood  disability 
benefits. 

A  former  wife  divorced  (that  is,  a  woman  whose  marriage  to  the  de- 
ceased insured  person  was  terminated  by  divorce),  in  addition  to  meeting 
the  above  requirements,  must  also  have  been  receiving  at  least  one-half  her 
support  from  the  deceased  worker  under  a  legally  enforceable  agreement  or 
under  a  court  order  at  the  time  specified  in  §  428.  The  child  in  the  care  of 
the  former  wife  divorced  must  be  her  natural  or  legally  adopted  son  ot 
daughter.  Further,  the  child's  benefits  must  be  payable  on  the  deceased 
w^orker's  social  security  account. 

422.  The  remarriage  of  a  widow  or  former  wife  divorced  is  dis- 
regarded in  determining  her  right  to  mother's  insurance  benefits  if: 

A.  The  subsequent  marriage  is  ended  by  the  husband's  death  and  the 
woman  is  not,  and  upon  application  for  benefits  in  the  month  of  death 
would  not  be,  entitled  to  benefits  for  that  month  on  his  social  security 
account;  or 

B.  The  subsequent  marriage: 

1.  Is  absolutely  void  under  State  law;  or 

2.  Was  voidable  and  a  court  decree  annulling  the  marriage  has  been 
issued  which,  under  State  law,  was  effective  from  the  day  of  the 
marriage.  (If  the  annulment  is  effective  prospectively  from  the 
date  of  the  decree,  the  remarriage  cannot  be  disregarded.) 

423.  The  mother's  insurance  benefit  rate  is  equal  to  three-fourths  of 
the  deceased  worker's  primary  insurance  amount.  The  actual  benefit  amount 
payable  may  be  less  if : 

A.  The  "family  maximum"  is  involved  (see  §§  652-654),  in  which  case 
all  benefits  payable  on  that  earnings  account  are  decreased ;  or 

B.  The  mother  is  also  entitled  to  a  smaller  old-age  or  disability  insurance 
benefit.  In  this  case,  an  amount  equal  to  the  difference  between  the 
mother's  benefit  rate  and  the  other  benefit  rate  is  payable  as  the 
mother's  benefit  and  is  paid  in  addition  to  the  other  benefit. 

For  the  effect  of  simultaneous  entitlement  to  other  social  security  benefits, 
see  §§  655-659. 

424.  Mother's  insurance  benefits  may  nol  be  payable  for  some 
months  if: 

A.  She  works  and  earns  over  $1,200  a  year;  or 

B.  She  is  an  alien  living  outside  the  U.S.  for  6  months  or  more ;  or 

C.  The  deceased  worker  had  been  deported  and  she  is  an  alien  living 
outside  the  U.S. ;  or 
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D.  The  widow  does  not  have  a  child  of  the  deceased  worker  entitled  to 
benefits  on  any  social  security  account  in  her  care,  or,  in  the  case  of 
the  former  wife  divorced,  she  does  not  have  her  natural  or  legally 
adopted  child,  entitled  to  benefits  on  the  deceased  worker's  account, 
in  her  care;  or 

E.  She  is  married  to  an  individual  entitled  to  old-age  benefits  and  his 
benefit  is  not  payable  because  of  his  work  activity;  or 

F.  She  is  married  to  an  individual  entitled  to  disability  insurance  benefits 
and  his  benefit  is  not  payable  because  of  his  refusal  to  accept  vocational 
rehabilitation. 

The    provisions    regarding    nonpayment    of    benefits    are    discussed    in 
chapter  17. 

425.  Mother's  benefits  end  when  s 

A.  The  widow  becomes  entitled  to  widow's  benefits  at  age  62 ;  or 

B.  In  the  case  of  a  widow,  there  is  no  longer  a  child  of  the  deceased 
worker  entitled  to  child's  benefits ;  or 

C.  In  the  case  of  the  former  wife  divorced,  no  natural  or  legally  adopted 
child  of  hers  is  entitled  to  benefits  on  the  deceased  worker's  earnings 
account;  or 

D.  The  widow  or  the  former  wife  divorced  dies ;  or 

E.  The  widow  or  the  former  wife  divorced  becomes  entitled  to  old-age 
insurance  benefits  in  an  amount  equal  to  or  greater  than  the  mother's 
benefits ;   or 

F.  The  widow,  or  tlie  former  wife  divorced,  marries;  however,  if  she 
marries  a  man  entitled  to  old-age,  disability,  widower's,  parent's,  or 
childhood  disability  benefits,  see  §  1742.  If  the  subsequent  marriage 
is  absolutely  void,  or  has  been  annulled  from  the  beginning,  or  ended 
by  death  of  the  husband  within  one  year,  see  §  1743. 

The  widow  (or  former  wife  divorced)  is  not  entitled  to  mother's  benefits 
for  the  month  in  which  the  terminating  event  occurs. 

426.  A  PARENT  OF  A  DECEASED  INSURED  PERSON  IS  EN- 
TITLED TO  PARENT'S  INSURANCE  BENEFITS  IF: 

A.  The  insured  person  died  after  1939  and  was  fully  insured  at  the  time 
of  death ;  and 

B.  The  parent  files  an  application  for  parent's  benefits ;  and 

C.  The  parent  has  reached  retirement  age  (62  for  women;  65  for  men) ; 
and 

D.  The  parent  is  not  entitled  to  an  old-age  benefit  in  an  amount  equal  to 
or  more  than  three-fourths  of  the  primary  insurance  amount  of  the 
insured  person ;  and 

E.  The  parent  was  receiving  at  least  one-half  support  from  the  insured 
person  (see§§  326-329) ;  and 

F.  Evidence  that  the  support  requirement  was  met  has  been  filed  with  the 
.     Social  Security  Administration  within  the  appropriate  time  limit  (see 

§429);  and 
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G.  The  parent  has  not  remarried  since  the  insured  person's  death;  and 
H.  One  of  the  following  conditions  is  met : 

1.  The  parent  would  be  eligible  under  the  law  of  the  State  of  the 
worker's  domicile  to  share  in  the  intestate  personal  property  of 
the  worker  as  his  father  or  mother,  as  the  case  may  be ;  or 

2.  The  parent  had  legally  adopted  the  insured  person  before  he  at- 
tained age  16;  or 

3.  The  person  claiming  benefits  became  the  deceased's  stepparent  by 
a  marriage  entered  into  before  the  deceased  had  attained  age  16. 

The  provision  of  the  law  in  effect  for  months  before  9/58,  that  no  parent's 
benefits  could  be  paid  if  the  deceased  worker  was  survived  by  a  widow, 
widower,  or  child  eligible  for  monthly  benefits,  does  not  apply  to  benefits 
for  months  after  8/58,  even  if  the  deceased  worker  died  before  9/58.  How- 
ever, see  §  429  for  time  limit  for  filing  evidence  of  support. 

427.  A  claimant  is  the  parent  of  the  insured  person  if,  under  appli- 
cable law,  it  would  be  found  that,  at  the  time  the  insured  person  died,  the 
claimant  would  have  the  status  of  parent  with  respect  to  the  taking  of 
intestate  personal  property.  Applicable  law  is  that  law  which  would  be  ap- 
plied by  the  courts  of: 

A.  The  State  in  which  the  insured  person  was  domiciled  at  the  time  he 
died;  or 

B.  The  District  of  Columbia  if  he  was  not  then  domiciled  in  any  State. 

428.  The  support  requirement  must  be  met  at: 

A.  The  time  that  the  insured  person  died;  or 

B.  The  beginning  of  a  period  of  disability  that  was  established  for  the 
deceased  if  it  continued  up  until  the  month  in  which  he  died. 

429.  Evidence  of  support  must  be  filed  within  the  2-year  period: 

A.  After  the  date  of  the  death  of  the  insured  person,  if  the  support  re- 
quirement was  met  at  the  time  of  death;  or 

B.  After  the  month  in  which  the  insured  person  had  filed  application  to 
establish  a  period  of  disability  if  the  support  requirement  was  met  at 
the  time  the  disability  began. 

Evidence  of  support  must  be  filed  within  the  appropriate  period  even 
though  the  parent  may  not  be  eligible  for  benefits  at  that  time  (e.g.,  has  not 
reached  retirement  age) .  The  time  limit  may  be  extended  for  good  cause, 
see  §  1420-1421. 

Where  a  worker  died  before  9/58  and  the  parent  could  not  qualify  for 
parent's  benefits  because  of  the  survival  of  a  widow,  widower,  or  child,  the 
time  for  filing  evidence  of  support  is  extended  through  8/31/60. 

430.  The  parent's  insurance  benefit  rate  is  equal  to  three-fourths  of 
the  deceased  worker's  primary  insurance  amount;  however,  the  benefit  ac- 
tually payable  to  the  parent  may  be  less  when : 
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A.  The  "family  maximum"  is  involved  (see  §§  652-654)  in  which  case  all 
benefits  payable  on  this  earnings  accoimt  must  be  proportionately  re- 
duced ;  or 

B.  The  parent  is  entitled  to  an  old-age  or  disability  insurance  benefit 
which  is  less  than  the  parent's  benefit  (in  this  case,  only  the  difference 
between  the  amount  of  the  parent's  benefit  and  the  other  benefit  is  pay- 
able as  the  parent's  benefit) . 

For  the  effect  of  simultaneous  entitlement  to  other  social  security  bene- 
fits, see  §§  655-659. 

431.  Parent's  insurance  benefits  may  not  l>e  payable  for  some 
months  if: 

A.  The  parent  v/orks  and  earns  over  $1,200  a  year ;  or 

B.  The  parent  is  an  alien  living  outside  the  U.S.  for  6  months  or  more;  or 

C.  The  worker  had  been  deported  and  the  parent  is  an  alien  living  outside 
the  U.S. 

The  provisions  regarding  nonpayment  of  benefits  are  explained  in  chapter 
17. 

432.  Parent 'stKSoraKce  benefits  end  when  the  parent: 

A..  Dies;  or 

B.  Becomes  entitled  to  an  old-age  benefit  equal  to  or  larger  than  the  par- 
ent's benefit;  or 

C.  Remarries;  however,  if  remarriage  is  to  a  person  entitled  to  social 
security  benefits  as  a  widow,  widower,  mother,  or  parent,  or  a  dis- 

i"       abled  child  age  18  or  over,  see  §  1742.     If  the  remarriage  v,as  ab- 
solutely void  or  has  been  annulled  from  the  beginning,  see  §  1743. 

Parent's  insurance  benefits  cannot  be  paid  for  the  month  in  which  the 
event  occurs  ending  the  parent's  right  to  benefits. 

433.  A  lump-sum  death  payment  may  be  made  on  the  social  security 
account  of  a  worker  who  dies  either  fully  or  currently  insured.  The  lump- 
sum payment  may  be  as  much  as  three  times  the  worker's  primary  insurance 
amount,  but  in  no  case  can  it  be  more  tlian  $255.  The  lump-sum  may  be 
paid  in  addition  to  any  monthly  survivor's  insurance  benefits  that  are  due. 

434.  A  lump-siiim  death  payment  cannot  be  made  on  the  social  secu- 
rity account  of  a  deceased  worker  regardless  of  his  insured  status,  if: 

A.  The  worker  had  been  deported  after  9/1/54,  and,  at  his  death,  had 
not  as  yet  been  lawfully  readmitted  to  the  U.S.  (see  §  1728  for  a 
discussion  of  this  provision) ;  or 

B.  The  worker  could  not  have  been  paid  a  monthly  benefit  for  the  month 
before  the  month  in  which  he  died  because  at  that  time  he  was  an 

alien  living  outside  the  U.S.  for  6  months  or  more  (see  §  1733  for  a 
discussion  of  this  provision). 
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435.  Application  for  ilie  lump-sum  death  payment  must  be  filed 
within  the  2-year  period  ending  with  the  second  anniversary  of  the  in- 
sured person's  death.  The  filing  period  may,  however,  be  extended  under 
certain  conditions  as  explained  in  §§  1418-1421. 

An  application  for  the  lump-sum  need  not  be  filed  by  a  widow 
(or  widower)  if  she  was  entitled  to  wife's  benefits  (or  he  was  entitled  to 
husband's  benefits),  on  the  deceased  person's  social  security  account  for 
the  month  just  before  the  month  in  which  the  insured  person  died.  Anyone 
else  claiming  all  or  part  of  the  lump-sum  death  payment  must  file  an  appli- 
cation within  the  time  limit  set  by  law. 

436.  The  full  lump-sum  is  paid  io  the  surviving  widow  (or  widower) 
of  the  deceased  worker  based  on  their  relationship  as  husband  and 
wife  (and  without  regard  to  who  paid  the  deceased's  burial  expenses)   if: 

A.  The  widow  or  widower  was  living  in  the  same  household  as  the  worker 
when  the  worker  died ;  and 

B.  An  application  for  the  lump-sum,  when  required,  is  filed  within  the 
time  limit  by  the  surviving  widow  or  widower  (see  §§  1417-1421). 

In  certain  cases  the  parties  may  be  found  to  have  been  living  in  the  same 
household  even  though  one  of  them  was  temporarily  away  from  home. 

437.  If  the  worker  died  before  9/58,  the  lump-sum  may  be  paid  to  the 
surviving  widow,  or  widower,  even  though  not  living  in  the  same  household 
as  the  worker  at  the  time  of  death,  if  the  deceased  had  then  been  actually 
contributing  to  the  widow's  (or  widower's)  support,  or  if  the  deceased  had 
been  under  a  court  order  to  do  so. 

438.  The  lump-sum  may  be  paid  as  reimbursenieni  to  the  person  who 
paid  the  worker's  burial  expenses  if: 

A.  No  widow  or  widower  survived  who  had  been  living  in  the  same 
household  with  the  deceased  or  such  widow  or  widower  died  before 
receiving  payment  of  the  lump-sum;  and 

B.  The  person  is  equitably  entitled  to  the  lump-sum  as  reimbursement 
by  reason  of  having  paid  the  worker's  burial  expenses  from  his  own 
funds  when  he  was  not  legally  obligated  to  do  so ;  and 

C.  He  paid  the  burial  expenses  within  the  time  limit  set  by  law    (see 

§  445) ;  and 

D.  He  filed  an  application  for  the  lump-sum  within  the  time  limit  set  by 
law  (see  §  435). 

439.  A  person  is  not  equitably  entitled  to  the  lump-sum  in  the  fol- 
lowing cases  among  others : 

A.  Burial  expenses  paid  by  the  U.S.  Government  or  its  instrumentalities; 

B.  Burial  expenses  paid  under  an  express  or  implied  contractual  obliga- 
tion unless  paid  by  a  home  for  the  aged  as  described  in  (E)  (3)  below 
(however,  see  §  440) ; 
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•    C.  Burial  expenses  paid  under  a  plan,  system,  or  general  practice  by  an 
employer  for  his  employee  or  an  organization  for  its  member; 

D.  Burial  expenses  for  which  the  person  has  been  or  will  be  reimbursed; 

E.  Goods  or  services  furnished  for  the  burial,  by  the  person  applying  for 
the  lump  sum,  except  those  furnished  by : 

1.  Organizations  exempt  from  Federal  income  taxes  under  section 
501(c)   (3)  or  (13)  of  the  1954  Internal  Revenue  Code;  or 

2.  States,  political  subdivisions,  and  their  instrumentalities;  or 

3.  A  home  for  the  aged  exempt  from  Federal  income  tax  under  section 
501(c)  of  the  1954  Internal  Revenue  Code,  burying  a  guest  cr 
inmate  if  not  under  an  express  contract  to  do  so ;  or 

4.  A  funeral  director  who  buries  his  spouse,  parent,  stepparent,  grand- 
parent, brother,  sister,  child,  stepchild,  or  grandchild.  The  excep- 
tion also  applies  when  he  buries  relatives  other  than  those 
enumxcrated;  however,  in  this  case,  the  relative  must  have  been 
living  in  the  same  household  with  the  funeral  director  at  the  time 
of  death.  (The  funeral  director  is  reimbursed  only  for  the  actual 
cost  to  him  of  goods  furnished  or  actual  expenditures  from  his  own 
funds  for  services  specifically  purchased  for  tlie  burial.) 

F.  Burial  expenses  paid  by  a  person  who,  for  any  other  reason,  has  no 
equity  with  regard  to  the  payment  of  the  worker's  burial  expenses. 

440.  A  lump-sum  death  payment  may  be  based  on  expenses  paid 
under  a  contract,  plan,  or  general  practice.  Though  the  person  con- 
tractually obligated  to  pay  the  expenses  or  the  person  who  has  established 
the  plan  or  general  practice  cannot  be  equitably  entitled  to  the  lump  sum 
(see  §  438  (B)  and  (C) ),  the  person  to  whom  the  proceeds  of  the  plan  or 
contract  are  paid  may  be  entitled  to  the  lump-sum  death  payment  even 
though  he  used  the  proceeds  of  the  plan  or  contract  to  pay  for  the  burial 
expenses. 

If  the  proceeds  of  a  contract,  plan,  or  general  practice  are  paid  directly  to 
the  funeral  director,  the  person  equitably  entitled  to  the  lump  sum  may  be 
either : 

A.  The  person,   if  any,  named  as  beneficiary  of  the  plan,  system,   or 
contract ;    or 

B.  The  deceased  insured  person's  estate  if: 

1.  No  beneficiary  of  the  plan,  contract,  or  system  was  named;  or 

2.  The  named  beneficiary  did  not  survive  the  insured  person;  or 

3.  The  named  beneficiary  was  employed  by  or  was  acting  as  an  agent 
for  the  person  who  made  the  payment. 

441.  The  deceased  insured  person's  estate  may  be  equitably  en- 
titled to  the  lump-sum  if  the  deceased's  funds  were  used  to  pay  his  burial 
expenses.    The  lump-sum  may,  in  this  case,  be  paid  to : 

A,  The  legal  representative  of  the  deceased's  estate;  or 

B.  Some  one  person  on  behalf  of  the  deceased's  estate  if: 

1.  No  legal  representative  has  been  appointed  and  it  appears  rea- 
sonably certain  that  none  will  be  appointed ;  and 
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2.  The  claimant  is  a  relative  of  the  decea^d ;  and 

3.  The  claimant  promises  to  distribute  the  lump-sum  to  the  persons 
entitled  to  it  under  applicable  State  law,  and  to  give  an  accounting 
to  a  legal  representative  if  one  is  later  appointed ;  and 

4.  The  closest  relatives  of  the  deceased  insured  person  all  agree  in 
writing  (see  §  442)  to  payment  being  made  to  the  claimant. 

442.  The  surviving  relatives  from  whom  consent  statements  must 
be  obtained  are  those  within  the  closest  degree  of  kinship  to  the  deceased 
as  determined  by  the  following  groups : 

A.  The  children  of  the  deceased  person  and  the  children  of  any  deceased 
child ;  or,  if  none, 

B.  The  parents  of  the  deceased  person ;  or,  if  none, 

C.  The  brothers  and  sisters  of  the  deceased  worker  and  the  children  of 
any  deceased  brothers  or  sisters ;  or,  if  none, 

=    D.  The  next  closest  relatives,  as  determined  by  the  law  of  the  State  in 
which  the  insured  person  was  domiciled  at  his  death. 

A  widow's  consent  statement  is  also  necessary  if  she  is  not  otherwise  en- 
titled to  the  lump-sum,  unless  she  is  the  one  claiming  the  lump-sum  on  behalf 
of  the  estate.  If  a  person  who  is  under  14  or  who  is  incompetent  is  in 
the  group  from  whom  consent  statements  are  required,  his  legal  guardian,  or 
any  other  person  responsible  for  him,  should  furnish  the  statement.  A  rela- 
tive's consent  is  not  required  if  his  whereabouts  are  unknown  or  if  he 
cannot  be  easily  reached,  even  though  he  is  a  member  of  the  closest  kinship 
group.  No  consent  statements  are  required  from  anyone  if  the  amount 
of  the  lump-sum  due  the  estate,  when  divided  equally  among  the  claimant 
and  each  of  the  relatives  from  whom  consent  statements  would  ordinarily 
be  required,  would  amount  to  $15.00  or  less  per  person. 

443.  REIMBURSABLE  BURIAL  EXPENSES  are  all  the  expenses  in 
connection  with  the  actual  burial  or  other  disposition  of  the  deceased's 
remains  and  include  among  others,  the  following : 

Embalming  Monument  Telegrams 

Preparation  of  the  Openihg  and  closing  Telephone  calls 

body  for  burial  the  grave  Death  certificates 

Clothing  Perpetual  care  of  the  grave       Permits 

Casket  Hearse  and  cars  for  the  Transportation  of 
Flowers                                            funeral  procession  the  body 

Cremation  Minister's  fees  Traveling  expenses  of 

Niche  Religious  services  the  person  escorting 

Burial  plot  Newspaper  notices  the  corpse,  etc. 

Expenses  of  reinterment  of  the  body  generally  are  not  reimbursa- 
ble except  when  the  place  of  original  interment  was  improper;  or  it  was  a 
temporary  resting  place;  or  something  happened  to  the  grave  such  as  a 
washout,  etc.  Expenses  for  reinterment  in  the  U.S.  or  in  any  territory  of 
the  U.S.  of  the  body  of  a  serviceman  who  died  outside  the  U.S.  while  on 
active  duty  in  the  armed  services  are  reimbursable.     If  the  full  lump-sum 
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was  paid  out  for  the  original  interment,  no  additional  payment  can  be  made 
for  reinterment  expenses. 

444.  The  following  are  not  reimbursable  burial  expenses  and  are 

not  considered  in  figuring  the  total  burial  expenses,  nor  may  a  person  be 
entitled  to  share  in  the  lump-sum  on  the  basis  of  any  of  the  following: 

A.  Burial  expenses  paid  or  reimbursed  by  the  U.S.  Government; 

B.  Burial  expenses  paid  by  a  person  convicted  of  the  felonious  homicide 
of  the  deceased  person ; 

C.  Burial  expenses  for  which  reimbursement  is  waived  (see  §  448)  ; 

'     D.  Burial  expenses  that  were  not  paid  within  the  time  allowed  for  filing 
the  lump-sum  application  (see  §§  1417-1421)  ; 

E.  Burial  expenses  with  regard  to  which  no  one  is  equitably  entitled; 

F,  Small  amounts  contributed  to  a  burial  fund  by  numerous  unidentified 
persons  if: 

1.  The  amount  contributed  by  each  person  v/as  not  more  than  $2;  and 

2.  A  list  of  the  contributors,  with  the  amount  each  gave,  cannot  be 
furnished;  and 

3.  The  contributors  have  not  asked  to  have  their  names,  and  the 
amount  each  gave,  recorded  nor  have  they  otherwise  shown  any 
intention  of  seeking  reimbursement. 

445.  Burial  expenses  to  be  reimbursable  must  be  paid  no  later  than 

the  last  day  of  the  period  within  which  an  application  for  the  lump-sum  may 
be  timely  filed.  Generally,  this  is  the  2-year  period  beginning  with  the  day 
of  the  insured  person's  death  (see  §§1417-1421).  Though  the  burial 
expenses  must  be  paid  within  the  specified  time  limit,  the  evidence  of 
payment  may  be  submitted  to  the  Bureau  of  Old-Age  and  Survivors  Insurance 
even  after  the  expiration  of  the  time  limit. 

When  the  time  for  filing  an  application  for  the  lump-sum  is  extended  (■se.'P 
§§1420-1421),  the  period  within  which  the  burial  expenses  must  be  paid 
is  similarly  extended. 

446.  If  tbe  burial  expenses  are  paid  in  foreign  currency,  the  ex- 
change value  of  the  foreign  currency  at  the  time  the  burial  expenses  were 
paid  is  used  as  the  basis  for  figuring  the  amount  of  the  burial  expenses. 

447.  The  amount  of  the  lump-sum  payable  to  an  equitably  entitled 

person  cannot  be  more  than  the  maximum  lump-sum  that  can  be  paid  on 
the  particular  social  security  account  (that  is,  three  times  the  primary  insur- 
ance amount  or  $255,  whichever  is  less),  nor  can  it  be  more  than  the  total 
amount  of  the  reimbursable  burial  expenses  that  the  equitably  entitled  person 
paid. 

-  If  two  or  more  people  are  entitled  to  the  lump-sum  because  each  has  paid 
part  of  the  burial  expenses,  each  is  due  a  share  of  the  lump-sum  death  pay- 
ment in  the  same  proportion  that  the  amount  of  reimbursable  burial  expenses 
that  he  paid  bears  to  the  total  reimbursable  burial  expenses. 


448.  A  person  may  not  msh  to  file  a  claim  for  part  of  the  lump-sum. 

In  that  event,  he  should  submit  a  ivritten  statement  to  the  Bureau  waiving 
reimbursement.  The  signed  statement  should  indicate  the  nature  of  the 
burial  expenses  paid ;  the  fact  that  the  expenses  were  incurred  for  the  burial 
of  the  deceased  insured  person;  that  no  reimbursement  is  expected;  and  that 
no  claim  will  be  made  for  reimbursement  based  on  these  expenses.  The 
burial  expenses  paid  by  this  person  are  then  disregarded  in  determining  the 
amount  of  the  lump-sum  payable  to  any  other  claimant. 
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Chapter  5 

DISABILITY  BENEFITS  AND 
THE  ESTABLISHMENT  OF  A 
PERIOD  OF  DISABILITY 


500.  Types  of  disability  protection. 

501.  Effect  of  filing  date  on  period  of  disability. 

502.  Waiting  period  requirement. 

503.  Childhood  disability  benefits. 

504.  Disability  defined. 

505.  Determinations  of  disability. 

506.  Definition  of  a  "medically  determinable  impairment." 

507.  Impairment  expected  to  be  of  "long-continued  and  indefinite  duration." 

508.  Impairment  considered  "likely  to  result  in  death." 

509.  When  a  condition  is  considered  remediable. 

510.  Burden  of  establishing  disability. 

511.  Determination  of  disability  made  by  State  agencies. 

512.  Determination  of  disability  by  any  other  agency  not  controlling. 

513.  Detennination  of  disability  dependent  on  facts  of  individual  case. 

514.  Medical  guides  for  evaluation  of  disability. 

500.  THREE  TYPES  OF  DISABILITY  PROTECTION  are  included 
in  the  old-age,  survivors,  and  disability  provisions  of  the  Social  Security  Act: 

A.  Monthly  disability  benefits  for  disabled  workers  who  are  between 
50  and  65  years  of  age.  Monthly  benefits  are  also  payable  to  the 
dependent  members  of  the  families  of  these  disabled  workers.  See 
§§  308-350. 

B.  Monthly  benefits  for  a  disabled  child  age  18  or  over  who  is  de- 
pendent upon  a  parent  entitled  to  disability  or  old-age  insurance  bene- 
fits or  who  was  dependent  upon  an  insured  parent  who  died.  The 
child  must  have  become  disabled  before  the  child  attained  age  18. 

C.  The  establishment  of  a  period  of  disability  which  protects  the 
disabled  worker  against  loss  of  benefits  and  reduction  in  the  amount  of 
his  retirement,  disability,  or  survivors  benefits  due  to  the  period  of 
inability  to  engage  in  substantial  gainful  activity. 

Insured  status  requirements  for  disability  insurance  benefits  or  establish- 
ment of  a  period  of  disability  are  explained  in  §  211. 

501.  If  a  disabled  worker  applies  before  7/1/61,  the  disability  pe- 
riod begins  on  the  first  day  on  which  the  worker  was  both  disabled  and  met 
the  insured  status  requirements.  The  Social  Security  Act  became  effective 
1/1/37,  and  the  first  date  when  the  insured  status  requirements  (at  least  20 
calendar  quarters  of  work  covered  by  social  security)  could  be  met  was 
10/1/41.  Thus  a  disabled  person  may  establish  a  continuous  period  of 
disability  beginning  as  early  as  10/1/41. 
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//  a  disability  application  is  filed  after  6/30/61,  the  disability  pe- 
riod can  begin  no  earlier  than  18  months  before  the  day  the  application  is 
filed.  Since  the  insured  status  requirements  must  be  met  on  the  beginning 
date  of  the  period  of  disability,  some  workers  who  have  been  disabled  and 
who  have  not  worked  for  several  years  will  no  longer  be  eligible  if  they  do 
not  file  a  disability  application  before  7/61. 

502.  A  waiting  period  of  6  months  must  go  by  after  a  worker  becomes 
disabled.  Benefits  are  payable  for  as  many  as  12  months  before  the  month 
of  filing  application  but  not  for  any  month  in  the  6-month  waiting  period. 
The  amount  of  the  benefit  is  figured  as  if  the  worker  were  of  retirement  age 
at  the  beginning  of  the  waiting  period. 

503.  For  childhood  disability  benefits  a  child,  age  18  or  over,  must 
meet  the  same  definition  of  disability  as  is  used  to  determine  whether  a 
worker  applying  for  disability  insurance  benefits  is  disabled.  The  child's 
disability  must  have  begun  before  the  child  reached  age  18.  However,  no 
waiting  period  is  required. 

504.  Disability  means : 

A.  The  inability  to  engage  in  any  substantial  gainful  activity  by  reason  of 

B.  Any  medically  determinable  impairment  which  can  be 

C.  Expected  to  be  of  long-continued  and  indefinite  duration  or  to  result 
in  death. 

In  addition,  for  purposes  of  the  establishment  of  a  period  of  disability 
only,  a  blind  worker  may  be  considered  disabled  regardless  of  his  ability 
to  engage  in  substantial  gainful  activity  if  he  has  central  visual  acuity  of 
5/200  or  less  in  the  better  eye  with  best  correction  or  concentric  contraction 
of  the  visual  fields  to  5  degrees  or  less.  However,  to  qualify  for  disability 
insurance  benefits  his  blindness  must  prevent  him  from  engaging  in  sub- 
stantial gainful  activity. 

In  order  to  qualify  for  disabihty  benefits  or  for  the  establishment  of  a 
period  of  disability  (except  in  those  cases  where  the  disability  is  based  on 
blindness  as  defined  by  law — see  above)  it  must  be  established  by  medical 
evidence  that  the  claimant  has  an  impairment  which  results  in  a  lack  of 
ability  to  perform  significant  functions — such  as  moving  around,  handling 
objects,  hearing,  or  speaking,  or,  in  the  case  of  mental  impairment,  reason- 
ing or  understanding — that  he  cannot,  with  his  age,  training,  education,  and 
work  experience,  engage  in  any  substantial  gainful  activity.  It  is  not  neces- 
sary to  establish  that  the  claimant  is  helpless.  On  the  other  hand,  it  is  not 
enough  to  establish  that  he  is  unable  to  carry  on  his  last  or  usual  occupation. 

505.  In  general,  a  determination  of  disability  depends  upon  the 
severity  of  the  impairment  and  the  extent  of  the  handicap  that  it 
imposes  on  the  particular  applicant;  it  is  made  on  the  beisis  of  the 
medical  facts  in  the  individual  case  and  the  worker's  background  and  train- 
ing. However,  there  are  some  obvious  cases  where  the  medical  facts  may  be 
controlling.     For    example,    where   the    only    impairment   is   a   moderate 
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neurosis,  moderate  impairment  of  sight  or  hearing,  or  any  other  moderate 
abnormahty,  it  would  be  obvious  on  the  basis  of  medical  considerations  alone 
that  the  facts  would  not  justify  a  determination  of  disability.  Likewise, 
where  the  impairment  is  very  severe,  "disability"  may  be  established  (in  the 
absence  of  work)  on  the  basis  of  the  medical  facts. 

506.  A  medically  determinable  impairment  is  an  impairment  that  can 
be  determined  to  exist  by  medical  evidence  and,  where  necessary,  on  ap- 
propriate medical  tests. 

507.  An  impairment  can  be  expected  to  be  of  long-continued  and 
indefinite  duration  if: 

A.  It  has  persisted  despite  appropriate  therapy  for  a  period  of  not  less 
than  6  months  and 

B.  It  cannot  reasonably  be  anticipated  that  the  impairment  v/ill  in  the 
foreseeable  future  be  improved  to  the  point  that  it  will  no  longer 
prevent  substantial  gainful  activity. 

The  possibility  that  through  new  discoveries  in  medical  science  or  re- 
habilitation techniques  the  applicant  may  be  able  to  engage  in  substantial 
gainful  activity  in  the  future  does  not  mean  that  the  condition  may  not  be 
expected  to  be  of  long-continued  and  indefinite  duration. 

508.  An  impairment  is  considered  "likely  to  result  in  death"  if, 

on  the  basis  of  established  medical  knowledge,  it  is  found  to  be  in  a  terminal 
stage  under  the  particular  circumstances  of  the  case,  considering  the  age, 
medical  history,  and  the  medical  condition  of  the  individual. 

509.  A  condition  that  is  remediable  by  generally  accepted  therapy 

to  the  extent  that  it  would  no  longer  prevent  the  applicant  from  engaging 
in  substantial  gainful  activity  is  not  considered  to  be  disabling.  However, 
a  condition  is  considered  remediable  only  if  the  therapy  does  not  involve 
significant  risk  to  the  life  or  health  of  the  patient. 

510.  The  applicant  is  responsible  for  furnishing  evidence  to  es- 
tablish his  disability. 

An  applicant  must  furnish  evidence  concerning  the  nature  and  severity  of 
his  impairment  during  the  time  he  claims  it  prevented  him  from  engaging 
in  substantial  gainful  work.  The  Bureau  of  Old-Age  and  Survivors  Insurance 
may,  as  circumstances  require,  purchase  medical  evidence  to  reconcile 
discrepancies  in  the  proof,  obtain  more  detailed  findings,  etc. 

The  medical  evidence  submitted  by  the  applicant  should  contain  an 
adequate  summary  of  the  history,  diagnosis,  physical  and  clinical  findings, 
treatment,  and  response.  The  clinical  facts  must  be  adequate  to  confirm 
for  the  reviewing  physician  the  diagnosis,  and  to  describe  the  severity 
of  the  condition,  the  response  to  therapy,  and  the  applicant's  residual 
physical  or  mental  capacity.     Where  appropriate,  the  applicant's  physician 
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is  asked  to  supply  results  of  tests  that  he  has  made  to  establish  the  diagnosis 
or  describe  the  applicant's  capacity  to  function. 

Where  an  applicant  has  been  examined  in  connection  with  an  application 
for  benefits  under  another  disability  program  or  has  been  hospitalized 
or  institutionalized,  the  report  of  such  findings  or  treatment  is  acceptable 
in  support  of  the  applicant's  claim.  In  many  cases  the  Bureau  will  be  able 
to  assist  an  applicant  to  obtain  copies  or  summaries  of  medical  records. 

Opinions  regarding  prognosis  or  functional  capacity  expressed  by  the 
applicant's  medical  sources  are  not  conclusive.  If  submitted,  they  should 
be  supported  by  an  adequate  summary  of  the  history,  course,  findings,  and 
reasons  for  the  opinion. 

511.  Determinations    of    disability    are    made    by    State    agencies 

(usually  the  State  vocational  rehabilitation  agencies)  under  agreements 
between  the  States  and  the  Secretary  of  Health,  Education,  and  Welfare. 
The  Bureau  of  Old-Age  and  Survivors  Insurance  makes  disability  deter- 
minations for  persons  living  outside  the  U.S.  and  for  a  few  other  applicants 
whose  cases  are  specifically  excluded  from  the  Federal-State  agreements. 

After  the  claimant  has  filed  his  application  and  supporting  evidence 
in  a  social  security  district  office,  the  case  is  transferred  to  a  cooperating 
State  agency.  Such  further  field  investigations  and  medical  examinations 
as  may  be  necessary  are  carried  forward  at  the  initiative  of  the  State 
agency  evaluation  team,  composed  of  a  physician  and  a  vocational  specialist, 
and  that  team  is  responsible  for  making  the  disability  determinations. 

The  determinations  of  State  agencies  are  examined  by  the  Bureau  of  Old- 
Age  and  Survivors  Insurance  to  assure  consistency  of  understanding  of  the 
disability  requirements  and  conformity  with  national  policies.  The  Bureau 
may  not  reverse  a  State  finding  that  no  disability  exists;  it  may,  however, 
reverse  an  allowance  of  disability.  In  an  appealed  case,  the  hearing 
examiner  or  the  Appeals  Council  of  the  Social  Security  Administration  may 
reverse  a  State  agency  determination  of  no  disability. 

The  case  file  is  then  sent  to  a  payment  center  where  the  file  is  examined 
and  the  determination  made  regarding  such  nondisability  aspects  of  the 
claim  as  age,  insured  status,  and  dependency.  Benefits  are  certified  for 
payment  by  a  payment  center. 

512.  A  decision  of  another  agency  that  an  individual  is  totally  or 
totally  and  permanently  disabled  is  not  controlling.  An  independent 
determination  must  be  made  under  the  social  security  law  and  the  applicant 
cannot  be  found  disabled  unless  the  evidence  supports  such  a  finding. 

However,  an  applicant  for  disability  insurance  benefits  who  has  been 
allowed  a  benefit  under  another  program  should  submit  the  report  of  the 
examination  made  for  the  other  agencies,  as  well  as  the  decision.  The 
evidence  underlying  the  decision  of  the  other  Government  agencies  is  con- 
sidered in  making  the  independent  determination. 

513.  The  determination  of  disability  must  be  made  on  the  basis  of 
the  facts  in  the  individual  case.    The  law  does  not  authorize  the  use  of  a 
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rating  schedule  or  the  adoption  of  an  "average  man"  concept  of  total  dis- 
ability. The  question  in  every  case  is  whether  the  person,  in  spite  of  his 
impairment,  has  sufficient  capacity  to  function  so  that  considering  his  age, 
education,  and  experience,  he  is  able  to  engage  in  any  substantial  gainful 
activity.  This  requires  evaluation  of  the  severity  of  the  impairment  and  of 
its  effect  upon  the  applicant  and  finally,  consideration  of  the  applicant's 
education  and  experience  so  that  it  can  be  determined  whether  there  remains 
a  capacity  to  engage  in  any  substantial  gainful  work. 

514.  Medical  guides  for  evaluation  teams  in  the  State  agencies  and  in  the 
central  office  have  been  developed  by  the  Bureau  of  Old-Age  and  Survivors 
Insurance  with  the  assistance  of  a  national  Medical  Advisory  Committee. 
They  are  supplemented  by  technical  training  and  discussion  and  are  con- 
stantly being  reviewed  and  revised  in  the  light  of  the  Bureau's  experience 
to  make  them  more  useful  to  evaluators.  An  objective  of  the  guides  is  to 
promote  equal  treatment  for  all  applicants  throughout  the  country. 

These  medical  guides  are  essentially  clinical  descriptions  of  a  number 
of  impairments  that  may  be  totally  disabling  from  the  point  of  view  of 
anatomical  damage  or  functional  loss,  arranged  according  to  the  body 
system  involved.  Primarily,  they  describe  the  symptoms  and  the  clinical 
and  laboratory  findings  that  may  indicate  that  a  disease  process  has 
reached  such  an  advanced  stage  that  most  people  so  affected  would  not 
have  sufficient  vitality  or  understanding  to  perform  any  kind  of  substantial 
\vork.  However,  it  is  not  possible  to  describe  all  conditions  which  are 
disabling.  Moreover,  the  effects  of  a  given  impairment  will  vary  as  between 
individuals,  and  the  vocational  limitations  imposed  by  a  particular  condition 
will  depend  upon  the  applicant's  age,  education,  and  previous  experience. 
Thus,  there  will  be  cases  in  which  an  applicant  with  a  condition  described 
in  the  guides  will  nevertheless  not  be  disabled  within  the  meaning  of  the 
law  because,  as  a  result  of  special  skills  or  for  other  reasons,  he  was  able 
to,  or  actually  did,  engage  in  substantial  gainful  activity  despite  a  severe 
impairment. 

On  the  other  hand,  there  is  no  requirement  that  the  applicant  have  a 
single  condition  or  combination  of  conditions  comparable  in  severity  to 
those  described  in  the  medical  guides.  Conditions  that  fall  short  of  the 
severity  of  those  described  in  the  guides  are  evaluated  in  terms  of  whether 
in  fact  they  prevent  the  applicant  from  engaging  in  any  substantial  gainful 
activity.  The  guides  facilitate  identification  of  clear-cut  cases  of  what  might 
ordinarily  be  inability  to  engage  in  substantial  gainful  activity. 

Impairments  most  frequently  encountered  and  which  most  frequently 
result  in  disability  are  described  in  the  booklet  "Disability  and  Social 
Security,"  OASI-29f,  available  without  charge  at  any  social  security  district 
office. 
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Chapter  6 


FIGURING  THE 
BENEFIT  RATE 
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600.  Figuring  the  insured  person's  primary  insurance  amount  (PIA) — General. 

601.  The  1939  Amendments. 

602.  The  1946  Amendments. 

603.  The  1950  Amendments. 

604.  The  1952  Amendments. 

605.  The  1954  Amendments. 

606.  The  1956  Amendments. 

607.  The  1958  Amendments. 

608.  The  PIA  as  basis  for  aU  benefits. 

609.  Figuring  average  monthly  earnings  (AME). 

610.  Use  of  computation  starting  and  closing  dates. 

611.  Starting  dates  available. 

612.  Closing  dates  available. 

613.  Total  earnings  used  in  computing  benefits. 

614.  Maximum  earnings  that  may  be  counted  in  any  one  year. 

615.  Allocation  of  self -employment  income. 

616.  Drop-out  of  lowest  earnings  years. 

617.  Use  of  drop-out  provision  when  disability  established. 

618.  Exclusion  of  period  of  disability. 

619.  Divisor. 

620.  Maximum  average  monthly  earnings  that  can  be  used. 

621.  Formulas  used  in  figuring  the  PIA. 

622.  PIA  for  months  after  1958. 

623.  Maximum  PIA. 

624.  Minimum  PIA. 

625.  Requirements   for  using  the   1958  PIA  method  or  the  revised  PIB  method. 

626.  The  1958  PIA  method. 

627.  The  revised  PIB  method. 

628.  Use  of  1952  PIA  formula. 

629.  Table  for  figuring  the  1958  PIA  and  maximum  family  benefits. 

630.  Table  for  converting  the  1952  PIA  to  the  1954  PIA. 

631.  Figuring  benefits  for  months  between  8/54  and  1/59. 

632.  The  1954  PIA  formula. 

633.  The  1952  PIA  formula. 

634.  The  revised  PIB  formula. 

635.  Actuarial  reduction  of  women's  benefits. 

636.  ActuEirial  reduction  formulas. 

637.  Figuring  the  number  of  reduction  months. 

638.  How  the  reduction  amount  is  figured — Chart. 

639.  Refiguring  the  benefit  rate. 

640.  Types  of  recomputation  methods. 

641.  1954  work  recomputation. 

642.  1954  work  recomputation  for  survivors. 

643.  Current  year  recomputation. 

644.  Current  year  recomputation  for  survivors. 

645.  Drop-out  recomputation. 


646.  Drop-out  recomputation  for  survivors. 

647.  Refiguring  women's  actuarially  reduced  benefit  at  age  65. 

648.  Recalculation  to  exclude  period  of  disability. 

649.  Railroad  compensation  recomputation. 

650.  Other  types  of  recomputations. 

651.  Certificate  of  election  for  wife  between  62  and  65. 

652.  Maximum  monthly  benefits  payable  on  one  earnings  record. 

653.  Reduction  of  individual  benefit  rates  because  of  family  maximum. 

654.  How  reduction  for  family  maximum  is  figured. 

655.  Entitlement  to  several  social  security  benefits  at  the  same  time. 

656.  Entitlement  to  old-age  or  disability  insurance  benefits  and  another  benefit. 

657.  Entitlement  of  child  on  more  than  one  account  at  the  same  time. 

658.  Enforced  entitlement  of  child  on  more  than  one  account. 

659.  Family  maximum  when  child  is  entitled  on  more  than  one  account. 

660.  Rounding  of  benefit  rates. 

600.  THE  METHOD  OF  FIGURING  THE  INSURED  PERSON'S 
MONTHLY  BENEFIT  RATE  has  changed  substantially  since  monthly 
benefits  were  first  payable  under  the  Social  Security  Act.  Beginning  with  the 
1939  amendments,  there  have  been  seven  amendments  affecting  the  way  in 
which  the  monthly  insurance  benefit  is  computed. 

601.  Under  the  1939  Amendments,  the  primary  insurance  benefit  (PIB) 
was  the  basis  for  all  benefits.  The  PIB  was  related  to  the  amount  of  wages 
that  a  worker  was  paid  and  to  the  length  of  time  he  worked  in  employment 
covered  by  social  security.  The  mathematical  formula  used  to  compute  the 
PIB  was  known  as  the  PIB  formula. 

The  PIB  was  figured  by,  first,  adding  up  all  the  worker's  earnings  cov- 
ered by  social  security  after  the  starting  date  (12/31/36)  and  before  the 
closing  date  (the  beginning  of  the  calendar  quarter  in  which  he  filed  for 
old-age  insurance  benefits  or  died,  whichever  occurred  first) .  This  total  was 
divided  by  the  number  of  months  in  the  same  period  to  get  his  average 
monthly  earnings,  AME).  The  AME  was  then  multiplied  by  a  specified 
percentage  to  get  the  basic  benefit.  The  basic  benefit  was  then  increased  by 
1  percent  for  each  year  in  which  the  person  was  paid  at  least  S200  in  wages 
covered  by  social  security. 

The  PIB,  once  established,  could  not  be  increased  even  though  the  person 
returned  to  work  and  increased  his  AME. 

602.  The  1946  Amendments  kept  the  same  formula  for  figuring  benefits 
but  allowed  the  period  over  which  the  AME  was  figured  to  be  cut  oif  at  age 
65,  or  at  specified  intervals  thereafter  up  to  the  time  the  person  filed  his 
application  for  old-age  benefits  or  died,  whichever  occurred  first. 

The  1946  amendments  also  provided  for  refiguring  the  PIB  where  the 
person  later  returned  to  work  if,  by  including  these  additional  wages,  the  PIB 
would  be  increased. 

603.  The  1950  Amendments  provided  two  new  computation  formulas: 
The  1950  PIA  (Primary  Insurance  Amount)  formula;  and  the  1950  revised 
PIB  formula.  The  1946  PIB  formula  was  retained  for  use  in  those  cases 
where  the  insured  person  died  before  1951. 
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The  1950  PI  A  formula  was  used  with  a  new  starting  date  of  12/31/50 
and  provided  for  higher  computation  percentages  than  were  available  under 
the  PIB  formulas. 

The  1950  PIB  formula  is  a  revised  version  of  the  1946  PIB  formula. 
The  new  PIB  formula  is  used  with  the  same  starting  date,  12/31/36,  as  used 
with  the  1946  PIB  formula;  however,  with  the  1950  PIB  formula  the  1  per- 
cent increment  was  not  given  for  years  after  1950  though  the  computation 
percentages  were  increased  over  those  used  with  the  1946  PIB  formula. 

Beginning  with  September  1950,  all  benefits  were  based  on  the  PIA. 
The  PIA  was  computed  directly  under  the  1950  PIA  formula.  However, 
when  the  PIB  formulas  are  used,  the  resulting  PIB  is  converted  to  a  cor- 
responding PIA  by  using  a  special  table. 

The  1950  amendments  provided  for  social  security  coverage  for  most  types 
of  self -employment  beginning  with  1951  and  income  from  such  self -employ- 
ment derived  in  taxable  years  beginning  after  1950  was  includable  in 
computing  the  AME. 

The  cutoflE  date  for  determining  the  period  to  be  used  to  figure  the  AME 
under  either  the  1950  PIA  formula  or  the  revised  PIB  formula  was  based 
upon  the  time  the  person  reached  age  65,  the  time  of  filing  an  effective 
application  for  old-age  insurance  benefits,  or  the  date  of  the  worker's  death. 

604.  The  1952  Amendments  replaced  the  1950  PIA  formula  with  the 
1952  PIA  formula.  This  new  computation  formula  was  similar  to  the  1950 
PIA  formula  except  that  it  increased  the  mathematical  percentages  by  which 
the  AME  was  multiplied  to  reach  the  PIA. 

605.  The  1954  Amendments  introduced  a  new  computation  formula,  the 
1954  PIA  formula,  which  again  increased  the  percentages  applied  to  the 
AME.  The  1954  amendments  also  permitted  up  to  5  years  of  low  or  no 
earnings  to  be  dropped  from  the  period  used  to  figure  the  AME  and  pro- 
vided that  a  period  of  disability  could  be  excluded  from  the  computation. 

606.  The  1956  Amendments  did  not  include  a  new  computation  formula. 
However,  the  retirement  age  for  women  was  lowered  from  65  to  62  and 
actuarial  reduction  formulas  were  set  up  to  figure  the  amount  by  which  the 
woman's  old-age  insurance  benefit  or  wife's  benefit  in  certain  cases  is 
to  be  reduced  because  of  the  earlier  qutJifying  age. 

607.  The  1958  Amendments  replaced  the  mathematical  computation 
formulas  with  a  table  for  determining  PIA's  for  benefits  payable  after  1958. 
By  eliminating  the  computation  formulas  and  by  rounding  the  PIA  to  even 
dollars,  the  computation  process  was  simplified.  However,  all  rights  ac- 
quired under  prior  law  were  preserved,  so  that  in  many  cases  the  older 
methods  and  formulas  must  still  be  used  for  computing  the  PIA.  Where 
there  is  eligibility  for  both  the  old  and  the  new  methods,  the  one  yielding 
the  highest  PIA  is  used.  ; 

608.  THE  PRIMARY  INSURANCE  AMOUNT  (PIA)  is  the  basis  for 
all  benefits  including  the  disability  insurance  benefit  (payable  to  a  disabled 
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person  beginning  at  age  50),  and  the  old-age  insurance  benefit  (payable  to 
a  person  upon  attainment  of  retirement  age  (age  65  for  men  and  62  for 
women)).  The  benefit  rates  of  a  wife,  husband,  child,  widow,  widower, 
former  wife  divorced,  or  parent  of  an  insured  person  are  all  figured  as  a 
percentage  of  the  insured  person's  PIA.  The  primary  factors  involved  in 
determining  the  PIA  are: 

A.  The  average  monthly  earnings;  and 

B.  The  computation  method. 

609.  A  PERSON'S  AME   (AVERAGE  MONTHLY  EARNINGS)  is 

figured  by: 

A.  Determining  the  starting  and  closing  date  of  the  computation  period; 

B.  Ascertaining  the  person's  total  earnings  covered  by  social  security 
during  the  computation  period  excluding: 

1.  Earnings  in  drop-out  years   (see  §  616) ; 

2.  Earnings  in  years  excluded  as  part  of  a  disability  period  (see 
§618); 

3.  Earnings  in  excess  of  the  maximum  that  can  be  counted  for  each 
year  in  the  computation  period  (see  §  614) ; 

C.  Finding  the  divisor,  that  is,  the  number  of  months  in  the  period 
between  the  starting  and  closing  dates  but  not  counting: 

1.  All  months  in  years  excluded  as  part  of  a  disability  period; 

2.  All  months  in  drop-out  years; 

3.  Months  in  any  year  before  the  year  in  which  the  person  attained 
age  22  if  in  such  year  he  had  less  than  two  quarters  of  coverage. 
The  resultant  divisor,  if  less  than  18,  must  be  raised  to  18. 

D.  Dividing  the  total  earnings  (step  B)  by  the  divisor  (step  C).  Carry 
the  result  to  three  decimal  places.  If  the  result  is  not  an  even  multiple 
of  a  dollar,  first  raise  any  fraction  of  one-half  cent  or  more  to  the 
next  cent  and  then,  if  still  not  a  multiple  of  a  dollar,  reduce  the  figure 
to  the  next  lower  dollar  (e.g.,  if  the  AME  is  $249,994,  round  down 
to  $249.00;  if  it  is  $249,995,  raise  it  to  $250.00). 

610.  All  starting  and  closing  dates  available  under  each  computation 
method  for  which  the  person  qualifies  are  considered  in  figuring  his  AME 
and  the  one  which  results  in  the  highest  PIA  is  used  to  set  the  person's 
benefit  rate. 

611.  The  starting  date  for  the  beginning  of  the  computation  period  over 
which  the  person's  AME  is  figured  is : 

A.  12/31/50,  or,  if  later,  the  last  day  of  the  year  in  which  the  person 
attains  age  21,  whichever  results  in  the  higher  PIA.  These  starting 
dates  are  used  with  the  1958  PIA  method  and  the  1952  and  1954  PIA 
formulas;  or 

B.  12/31/36,  when  the  revised  PIB  method  or  revised  PIB  formula  is 
used. 
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612.  The  closing  dates  considered  in  figuring  the  AME  of  a  person  who 
first  becomes  entitled  to  old-age  insurance  benefits  after  8/54,  or  who  died 
after  8/54  without  becoming  entitled  to  these  benefits,  are : 

A.  The  first  day  of  the  year  in  which  the  person  reached  retirement  age 
and  was  fully  insured ;  or 

B.  The  first  day  of  the  year  in  which  the  person  filed  application  for  and 
became  entitled  to  old-age  insurance  benefits;  or 

C.  The  first  day  of  the  year  in  which  the  insured  person  died ;  or 

D.  The  first  day  of  the  year  following  the  year  in  which  the  person  filed 
application  for  old-age  insurance  benefits,  or  died  (B  or  C  above),  if: 

1.  Evidence  of  the  person's  earnings  for  the  year  of  filing  or  death, 
as  the  case  may  be,  is  available,  i.e.,  is  submitted  to  the  Bureau 
of  Old-Age  and  Survivors  Insurance  at  the  time  the  application 
for  benefits  is  filed;  is  quickly  obtainable  from  the  employer;  or 
the  earnings  are  already  recorded  by  the  Bureau;  and 

2.  Including  the  earnings  in  the  year  of  filing  or  death  will  increase 
the  PIA. 

For  disability  insurance  benefits,  the  closing  date  is  determined  as  if 
the  insured  person  had  attained  retirement  age  and  filed  for  old-age  insur- 
ance benefits  in  the  first  month  of  his  disability  waiting  period.  Thus,  the 
closing  date  is  the  first  day  of  the  year  in  which  the  waiting  period  begins 
or  the  first  day  of  the  following  year. 

613.  Total  earnings  after  the  starting  date  and  before  the  closing  date 
include: 

A.  Wages  covered  by  social  security  and  paid  to  the  insured  person  during 
this  period; 

B.  Self -employment  income  covered  by  social  security  and  allocated  to 
this  period; 

C.  Military  service  wage  credits ;  and 

D.  Railroad  compensation  creditable  for  social  security  purposes. 

Earnings  from  employment  or  self-employment  not  covered  by  social 
security  cannot  be  counted  in  determining  a  person's  AME.  Nor  can  wages 
or  self-employment  income  in  drop-out  years  or  in  the  excluded  period  of 
disability  be  considered. 

614.  The  maximum  earnings  that  can  be  counted  for  any  one  year 
when  figuring  a  person's  AME  cannot  be  more  than : 

A.  $4,800  in  any  calendar  year  after  1958. 

B.  $4,200  in  any  calendar  year  after  1954  and  before  1959. 

C.  $3,600  in  any  calendar  year  after  1950  and  before  1955. 

D.  $3,000  in  any  calendar  year  after  1939  and  before  1951. 

E.  $3,000  from  each  employer  in  any  calendar  year  1937  through  1939. 

In  determining  a  person's  total  earnings  in  a  calendar  year,  count  the  wages 
paid  to  him  during  the  year  plus  any  self-employment  income  allocated  to  the 
year,  up  to  the  applicable  maximum. 
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615.  Self -employment  income  is  allocated  equally  to  the  calendar  quar- 
ters wholly  or  partly  in  the  taxable  year  in  which  it  was  derived  beginning 
with  the  quarter  in  which  the  taxable  year  ended  and  then  to  the  next  prior 
one  and  so  on.  Self-employment  income  may  not  be  allocated  to  more  than 
4  calendar  quarters  even  though  the  taxable  year  includes  parts  of  5  calendar 
quarters. 

Only  the  self-employment  income  allocated  to  the  calendar  quarters  falling 
within  the  computation  period  is  considered  in  figuring  the  person's  AME. 

Example:  A  self-employed  person  files  for  old-age  insurance  bene- 
fits in  6/59,  and  has  a  fiscal  taxable  year  beginning  6/1/58,  and  end- 
ing 5/31/59.  His  net  earnings  in  this  taxable  year  from  self-employ- 
ment covered  by  social  security  are  $4,200.  The  computation  closing 
date  is  1/1/59.  The  self-employment  income  is  allocated  in  the  fol- 
lowing manner: 

Calendar  quarter  ending  Amount  allocated 

6/30/59 $1, 050 

3/31/59 1,  050 

12/31/58 1, 050 

9/30/58 1,050 

6/30/58 None 

Only  the  $2,100  allocated  to  the  two  calendar  quarters  before  the  closing 
date  of  1/1/59,  may  be  used  to  figure  the  person's  AME. 

If  a  self-employed  person's  taxable  year  has  not  ended  at  the  time 
his  PIA  is  figured,  any  net  earnings  from  self-employment  derived  from  the 
incomplete  taxable  year  cannot  be  considered  in  computing  the  PIA  even 
though  the  income  may  have  been  derived  in  the  part  of  the  taxable  year 
before  the  computation  closing  date.  In  this  case,  the  self-employed  person 
should,  after  the  end  of  the  taxable  year,  submit  to  the  Bureau  of  Old-Age 
and  Survivors  Insurance  evidence  of  his  net  earnings  for  that  year.  The 
self-employment  income  will  be  allocated  to  the  calendar  quarters  in  the 
taxable  year,  as  described  above,  and  the  PIA  refigured  to  include  the  addi- 
tional earnings  for  the  period  before  the  closing  date.  Further,  the  per- 
son's PIA  may  be  recomputed  to  include  the  self -employment  income 
allocated  to  the  taxable  year  calendar  quarters  which  fell  after  the  closing 
date  and  in  the  year  in  which  he  filed  for  old-age  insurance  benefits,  if 
such  a  recomputation  would  result  in  a  higher  PIA.  (See  §  643  for  a 
description  of  the  "current  year"  recomputation.) 

616.  Up  to  5  years  may  be  dropped  out  when  figuring  a  person's  AME. 
The  years  dropped  are  those  in  which  the  person  had  his  lowest  earnings,  or 
in  which  he  had  no  earnings  at  all.  Only  full  calendar  years  can  be  dropped 
from  the  computation  period  under  this  provision.  When  alternate  compu- 
tation periods  are  considered,  different  years  may  be  dropped  out  from  each. 

Dropping  out  a  year  from  the  computation  period  results  in  excluding  any 
earnings  credited  to  that  year  from  the  total  earnings  and  also  excluding  the 
months  in  such  year  in  figuring  the  total  divisor  months. 
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Dropping  out  a  year  has  no  effect  on  the  requirements  for  insured  status 
or  the  crediting  of  earnings  for  other  purposes,  e.g.,  for  crediting  quarters  of 
coverage. 

617.  Whenever  a  period  of  disabOity  has  been  established,  the  "drop- 
out" may  be  used  in  figuring  a  person's  AME  regardless  of  the  formula  used 
in  determining  the  PIA  except  that  it  can  never  be  used  with  the  1952  PIA 
formula.  The  "drop-out"  may  also  be  used  with  the  following  formulas  or 
methods  even  though  no  period  of  disability  has  been  established : 

A.  The  1958  PIA  method. 

B.  The  revised  PIB  method. 

C.  The  1954  PIA  formula. 

D.  The  revised  PIB  formula  if  the  insured  person : 

1.  First  became  ehgible  for  old-age  insurance  benefits  (that  is,  reached 
retirement  age  and  was  fully  insured)  after  8/54  and  before  1/59; 
or 

2.  Died  after  8/54  and  before  1/59  and  was  not  eligible  for  benefits 
before  9/54 ;  or 

3.  Was  eligible  for  benefits  before  9/54  but  had  acquired  at  least  6 
quarters  of  coverage  after  6/53  and  up  to  and  including  the  cal- 
endar quarter  in  which  he  filed  for  benefits,  or  died,  whichever 
occurred  first. 

618.  An  established  period  of  disability  must  be  excluded  in  figuring 
a  person's  benefit  unless  the  exclusion  of  the  period  results  in  a  decrease 
in  benefits.  See  chapter  5  as  to  the  requirements  for  establishing  a  period 
of  disability  and  for  definitions  of  the  beginning  and  ending  dates  of  this 
period. 

The  excluded  period  of  disability  begins  with  the  first  day  of  the 
year  determined  by  the  Bureau  to  be  the  year  in  which  the  period  of  dis- 
ability began  or  the  first  day  of  the  following  year  if  the  inclusion  of  the  year 
in  which  the  disability  began  results  in  a  higher  PIA.  It  ends  on  the  last 
day  of  the  year  in  which  the  period  of  disability  terminates  or  on  the  day 
before  the  computation  closing  date,  whichever  occurs  first. 

Example  1 :  John's  period  of  disability  began  10/3/58.  He  became 
50  in  July  1963  and  applied  for  disability  insurance  benefits.  His  com- 
putation period  involves  a  starting  date  of  12/31/50,  and  a  closing  date 
of  1/1/63.  The  excluded  period  of  disability  would  be  1/1/58  to 
12/31/62,  unless  a  higher  PIA  results  by  excluding  the  period  1/1/59  to 
12/31/62.  &        y- 

Example  2:  The  same  facts  as  in  example  1,  except  that  John  recovers 
from  his  disability  in  February  1962  and  files  for  old-age  insurance  bene- 
fits upon  reaching  age  65  in  July  1978.  The  periods  which  may  be  ex- 
cluded are  1/1/58  to  12/31/62,  or  1/1/59  to  12/31/62. 

If  a  period  of  disability  is  excluded  from  the  computation  period, 
earnings  credited  to  the  years  in  the  excluded  disability  period  are  not 
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counted  in  determining  the  person's  total  earnings.  The  months  in  the  same 
period  are  not  counted  in  determining  the  total  divisor  months.  Besides  the 
years  excluded  as  a  part  of  a  disability  period,  additional  years  may  be 
excluded  under  the  drop-out  provisions. 

619.  The  divisor  used  to  determine  a  person's  AME  is  the  total  number  of 
months  after  the  starting  date  and  before  the  closing  date,  but  not  counting: 

A.  Months  in  years  excluded  under  the  drop-out  provisions;  and 

B.  Months  in  years  that  are  part  of  an  excluded  disability  period ;  and 

C.  Months  in  any  year  before  the  year  in  which  the  person  reached  age 
22  if  in  such  year  he  had  less  than  2  quarters  of  coverage.  (Note 
that  even  though  the  months  in  these  years  are  not  counted  in  the 
divisor,  any  earnings  covered  by  social  security  that  are  credited  to 
these  same  years  may  be  counted  in  the  total  earnings.) 

If  the  divisor  months  total  less  than  18,  the  divisor  must  be  raised  to  18, 
the  minimum  set  by  law. 

620.  The  average  monthly  earnings  figure  that  can  be  used  with 
the  different  computation  formulas  or  methods  cannot  be  more  than: 

A.  $400  when  the  1958  PIA  method  is  used. 

B.  $350  when  the  1954  PIA  formula  is  used. 

C.  $300  when  the  1952  PIA  formula  is  used. 

D.  $250  when  the  revised  PIB  method  (or  revised  PIB  formula)  is  used. 

621.  THE  FORMULAS  MOST  COMMONLY  USED  today  to  determine 
the  PIA  of  an  insured  person  who  becomes  entitled  to  benefits  or  died  after 
8/54  are  described  in  detail  in  §§  622-634. 

Some  formulas  in  effect  before  9/54  are  now  so  rarely  used  that  they 
are  not  discussed  in  detail  but  are  described  generally  in  §§  601-603.  De- 
tailed information  may  be  obtained  by  referring  to  the  applicable  sections 
of  the  Social  Security  Act  and  regulations. 

622.  The  PIA  for  months  after  1958  is  determined  in  various  ways 
depending  upon  the  computation  method  or  formula  used. 

Under  the  1958  PIA  method  the  AME  is  converted  directly  to  the  PIA 
by  means  of  the  1958  PIA  table  in  §  629. 

If  the  revised  PIB  method  is  used,  a  percentage  formula  is  applied  to 
the  AME  to  determine  the  PIB  (primary  insurance  benefit) .  The  PIB  in 
turn  is  converted  to  the  PIA  by  using  the  1958  PIA  table  in  §  630. 

When  the  1952  PIA  formula  is  used,  the  1952  PIA  is  converted  to 
the  1958  PIA  as  described  in  §  629. 

623.  The  highest  PIA  for  months  after  1958  as  obtained  under  the  various 
available  computation  methods  and  formulas  is : 

A.  $127  if  the  1958  PIA  method  is  used. 

B.  $116  if  the  1954  PI  A  formula  is  used.  *  ' 
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C.  $105  if  the  1952  PIA  formula  is  used. 
■  D.  $95  if  the  revised  PIB  method  is  used. 

A  PIA  of  $127  must  be  based  on  an  AME  of  $399-$400.  Such  an  AME 
will  not  be  possible  unless  all  the  years  used  in  the  computation  are  years 
in  which  $4,800  could  be  credited  (1959  and  after)  and  this  will  not  be 
possible  for  most  people  until  1997  (1994  for  women  workers),  except 
where  the  insured  person  attained  age  22  in  1954  or  later  and  then  died, 
and  in  those  cases  where  a  period  of  disability  was  established  for  some  of 
the  years  before  1959  and  the  insured  person  returned  to  work. 

624.  The  minimuin  PIA  for  months  after  1958,  regardless  of  the  com- 
putation method  used,  is  $33. 

The  minimum  old-age  insurance  benefit  for  months  after  1958  can 
be  as  low  as  $26.40  in  the  case  of  a  woman  worker  with  a  minimum  PIA 
if  she  becomes  entitled  to  old-age  insurance  benefits  at  age  62. 

The  minimum  survivors  benefit  payable  for  months  after  1958 
where  there  is  only  one  survivor  entitled  to  benefits  on  the  deceased's 
social  security  account  is  $33. 

625.  THE  1958  PIA  METHOD  OR  THE  REVISED  PIB  METHOD 

will  be  considered  for  determining  the  PIA  for  benefits  for  months  after 
1958  if  the  person,  in  addition  to  meeting  certain  other  requirements  (see 
below) ,  meets  one  of  the  following  conditions : 

A.  He  becomes  entitled  to  disability  or  old-age  insurance  benefits  based  on 
an  application  filed  after  1958. 

B.  He  dies  after  1958  without  being  entitled  to  disability  or  old-age  in- 
surance benefits. 

C.  Based  on  an  application  filed  after  1958,  he  becomes  entitled  to  either: 

1.  A  1954  work  recomputation ;  or 

2.  A  drop-out  recomputation. 

D.  He  dies  after  1958  and  his  survivors  are  entitled  to  either : 

1.  A  survivor's  1954  work  recomputation;  or 

2.  A  survivor's  drop-out  recomputation ;  or 

3.  A  railroad  recomputation  (see  §  650) . 

The  1958  PIA  method  may  be  considered  only  if,  in  addition  to 
meeting  one  of  the  conditions  in  (A) -(D)  above,  the  insured  person  has 
acquired  at  least  6  quarters  of  coverage  after  1950. 

The  revised  PIB  method  may  be  considered  only  if,  in  addition  to 
meeting  one  of  the  conditions  of  (A) -(D)  above,  the  insured  person  has 
acquired  at  least  one  quarter  of  coverage  before  1951.  However,  the  revised 
PIB  method  may  not  be  used  if  the  person  attained  age  22  after  1950  and 
also  acquired  6  quarters  of  coverage  after  1950. 

If  an  insured  person  does  not  meet  the  requirements  for  use  of  either  of 
the  above  computation  methods,  see  §  631  for  the  computation  formula 
available  for  determining  his  PIA. 
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626.  The  1958  PIA  method:  After  determining  the  insured  person's 
AME  in  accordance  with  §  §  609-620  the  person's  PIA  is  obtained  as  follows : 
Find  the  line  in  column  III  of  the  1958  PIA  table  (see  §  629)  within  which 
the  person's  AME  falls.  The  corresponding  PIA  is  shown  on  the  same  line 
in  column  IV. 

627.  The  revised  PIB  method:  The  PIA  is  computed  in  the  following 
manner  under  the  revised  PIB  method: 

A.  40  percent  of  the  first  S50  of  the  AME;  plus 

B.  10  percent  of  the  remainder  of  the  AME  up  to  a  maximum  of  $200; 
plus 

C.  1  percent  of  the  total  of  steps  A  and  B  for  each  year  before  1951  in 
which  the  insured  person  was  paid  at  least  $200  in  wages  covered  by- 
social  security  unless  the  year  is  part  of  an  excluded  period  of  dis- 
ability ;  then 

D.  Find  the  line  in  column  I  of  the  1958  PIA  table  within  which  the  total 
of  A,  B,  and  C  falls.  The  corresponding  PIA  is  shown  on  the  same 
line  in  column  IV. 

628.  The  1952  PIA  formula  may  be  used  to  determine  the  PIA  for 
months  after  1958  if  its  use  gives  the  highest  PIA  and  the  insured  person: 

A.  Did  not  apply  for  benefits  until  after  1958 ;  and 

B.  Is  retroactively  entitled  to  benefits  for  some  months  before  1959;  and 

C.  Acquired  at  least  6  quarters  of  coverage  after  1950  and  before  the  end 
of  the  quarter  in  which  he  applied  for  benefits. 

See  §  633  on  how  to  compute  the  PIA  using  the  1952  PIA  formula.  The 
PIA  derived  by  this  formula  and  converted  to  a  1954  PIA  serves  as  the 
basis  for  benefits  payable  for  months  before  1959.  The  1954  PIA  obtained 
above,  if  it  is  higher  than  the  1958  PIA  determined  under  the  1958  PIA 
method  or  the  revised  PIB  method  (where  applicable)  is  then  rounded  to 
the  next  higher  dollar  if  not  already  a  multiple  of  a  dollar,  to  become  the 
1958  PIA  and  serve  as  the  basis  for  benefits  payable  for  months  after  1958. 
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629.  Table  for  figuring  1958  PIA  and 

maximum  family  benefits. 

I 

II 

III 

IV 

V 

PIA  determined 

The 

PIB  determined 

under  the  com- 

Average 

Monthly 

maximum 

under  the  revised 

putation 

formulas 

Earning 

s  deter- 

1958  PIA 

amount  of 

PIB  method  or 

applicable  before 

mined  under  the 

for 

benefits 

formula 

1959  and  ex- 

1958 PIA  method 

amounts 

payable 

pressed 

m  terms 

shown  on 

on  the 

of  the  1954  PIA 

same  line 

basis  of  his 

in  columns 
I,  II,  or  III 

wages  and 

self -em- 

At 

But  not 

At 

But  not 

At 

But  not 

ployment 

least — 

more 

least — 

more 

least — 

more 

income 

than — 

than — ■ 

than — 

shall  be — 

$10.  00 

$30.  00 

$54 

$33 

$53.  00 

~$ib'bi' 

10.48 

'$30."i6" 

31.00 

$55~ 

56 

34 

54.00 

10.49 

11.00 

31.  10 

32.00 

57 

58 

35 

55.00 

11.01 

11.  48 

32.  10 

33.00 

59 

60 

36 

56.00 

11.49 

12.00 

33.  10 

34.00 

61 

61 

37 

57.00 

12.01 

12.48 

34.  10 

36.00 

62 

63 

38 

68.00 

12.49 

13.00 

35.  10 

36.00 

64 

65 

39 

59.00 

13.01 

13.48 

36.  10 

37.00 

66 

67 

40 

60.00 

13.49 

14.00 

37.  10 

38.00 

68 

69 

41 

61.50 

14.01 

14.48 

38.  10 

39.00 

70 

70 

42 

63.00 

14.49 

15.00 

39.  10 

40.00 

71 

72 

43 

64.60 

15.01 

15.60 

40.  10 

41.00 

73 

74 

44 

66.00 

15.61 

16.20 

41.  10 

42.00 

75 

76 

45 

67.  50 

16.  21 

16.84 

42.  10 

43.00 

77 

78 

46 

69.00 

16.85 

17.60 

43.  10 

44.00 

79 

80 

47 

70.50 

17.61 

18.40 

44.  10 

45.00 

81 

81 

48 

72.00 

18.41 

19.  24 

45.  10 

46.00 

82 

83 

49 

73.50 

19.25 

20.00 

46.  10 

47.00 

84 

85 

50 

75.00 

20.01 

20.64 

47.  10 

48.00 

86 

87 

51 

76.50 

20.65 

21.28 

48.  10 

49.00 

88 

89 

52 

78.00 

21.29 

21.88 

49.  10 

50.00 

90 

90 

53 

79.60 

21.89 

22.28 

50.  10 

50.90 

91 

92 

54 

81.00 

22.29 

22.68 

51.00 

51.80 

93 

94 

55 

82.50 

22.  69 

23.08 

51.  90 

52.  80 

95 

96 

56 

84.00 

23.09 

23.44 

52.90 

53.70 

97 

97 

57 

86.60 

23.45 

23.76 

53.80 

54.  60 

98 

99 

68 

87.00 

23.  77 

24.20 

54.70 

55.  60 

100 

101 

69 

88.60 

24.21 

24.  60 

55.70 

56.50 

102 

102 

60 

90.00 

24.61 

25.00 

56.60 

57.40 

103 

104 

61 

91.60 

25.01 

25.48 

57.50 

58.40 

105 

106 

62 

93.00 

25.49 

25.92 

58.50 

59.30 

107 

107 

63 

94.50 

25.93 

26.40 

59.40 

60.20 

108 

109 

64 

96.00 

26.41 

26.94 

60.30 

61.20 

110 

113 

65 

97.50 

26.  95 

27.46 

61.30 

62.  10 

114 

118 

66 

99.00 

27.47 

28.00 

62.20 

63.00 

119 

122 

67 

100.  60 

28.01 

28.68 

63.  10 

64.00 

123 

127 

68 

102.  00 

28.  69 

29.25 

64.  10 

64.90 

128 

132 

69 

105.  60 

29.26 

29.68 

65.00 

65.80 

133 

136 

70 

108.  80 

29.69 

30.36 

65.90 

66.80 

137 

141 

71 

112.  80 

30.37 

30.92 

66.90 

67.70 

142 

146 

72 

116.  80 

30.93 

31.36 

67.80 

68.60 

147 

150 

73 

120.  00 

31.37 

32.00 

68.70 

69.60 

151 

155 

74 

124.  00 

32.01 

32.60 

69.70 

70.50 

156 

160 

75 

128.  00 

32.61 

33.20 

70.60 

71.40 

161 

164 

76 

131.  20 

33.21 

33.88 

71.50 

72.40 

165 

169 

77 

135.  20 

33.89 

34.50 

72.50 

73.30 

170 

174 

78 

139.  20 

34.51 

35.00 

73.40 

74.20 

175 

178 

79 

142.  40 

35.01 

35.80 

74.30 

75.20 

179 

183 

80 

146.  40 

35.81 

36.40 

75.30 

76.  10 

184 

188 

81 

160.  40 
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629.   Table  for  figuring  1958  PIA  and  maxinrnm  family  benefits.-— 
Continued 


I 

II 

III 

IV 

V 

PIA  determined 

The 

PIB  determined 

under  the  com- 

Average 

Monthly 

maximum 

under  the  revised 

putation  formulas 

Earning 

s  deter- 

1958  PIA 

amount  of 

PIB  method  or 

applicable  before 

mined  under  the 

for 

benefits 

formula 

1959  and  ex- 

1958 PIA  method 

amounts 

payable 

pressed  in  terms 

shown  on 

on  the 

of  the  1954  PIA 

same  hne 
in  columns 
I,  II,  or  III 

basis  of  his 
wages  and 

self-em- 

At 

But  not 

At 

But  not 

At 

But  not 

ployment 

least — 

more 

least — 

more 

least — 

more 

income 

than — 

than — 

than — 

shall  be — 

$36.  41 

$37.  08 

$76.  20 

$77.  10 

$189 

$193 

$82 

$154.  40 

37.09 

37.60 

77.20 

78.00 

194 

197 

83 

157.  60 

37.61 

38.20 

78.  10 

78.90 

198 

202 

84 

161.  60 

38.21 

39.  12 

79.00 

79.90 

203 

207 

85 

165.  60 

39.  13 

39.68 

80.00 

80.80 

208 

211 

86 

168.  80 

39.69 

40.33 

80.90 

81.  70 

212 

216 

87 

172.  80 

40.34 

41.  12 

81.80 

"82.  70 

217 

221 

88 

176.  80 

41.  13 

41.76 

82.80 

83.60 

222 

225 

89 

180.  00 

41.77 

42.44 

83.70 

84.50 

226 

230 

90 

184.  00 

42.45 

43.20 

84.  60 

85.50 

231 

235 

91 

188.  00 

43.21 

43.  76 

85.  60 

86.40 

236 

239 

92 

191.  20 

43.77 

44.44 

86.50 

87.30 

240 

244 

93 

195.  20 

44.45 

44.  88 

87.40 

88.30 

246 

249 

94 

199.  20 

44.89 

45.  60 

88.40 

89.20 

250 

253 

95 

202.  40 

89.30 

90.  10 

254 

258 

96 

206.  40 

90.20 

91.  10 

259 

263 

97 

210.  40 

91.20 

92.00 

264 

267 

98 

213.  60 

92.  10 

92.90 

268 

272 

99 

217.  60 

93.00 

93.90 

273 

277 

100 

221.  60 

94.00 

94.80 

278 

281 

101 

224.  80 

94.90 

95.80 

282 

286 

102 

228.  80 

95.90 

96.70 

287 

291 

103 

232.  80 

96.80 

97.60 

292 

295 

104 

236.  00 

97.70 

98.60 

296 

300 

105 

240.  00 

98.70 

99.50 

301 

305 

106 

244.  00 

99.60 

100.  40 

306 

309 

107 

247.  20 

100.  50 

101.  40 

310 

314 

108 

251.  20 

101.  50 

102.  30 

315 

319 

109 

254.  00 

102.  40 

103.  20 

320 

323 

110 

254.  00 

103.  30 

104.  20 

324 

328 

111 

254.  00 

104.  30 

105.  10 

329 

333 

112 

254.  00 

105.  20 

106.  00 

334 

337 

113 

254.  00 

106.  10 

107.  00 

338 

342 

114 

254.  00 

107.  10 

107.  90 

343 

347 

115 

254.  00 

108.  00 

108.  50 

348 

351 

116 

254.  00 

352 

356 

117 

254.  00 

357 

361 

118 

254.  00 

362 

365 

119 

254.  00 

366 

370 

120 

254.  00 

371 

375 

121 

254.  00 

376 

379 

122 

254.  00 

380 

384 

123 

254.  00 

385 

389 

124 

254.  00 

390 

393 

125 

254.  00 

394 

398 

126 

254.  00 

399 

400 

127 

254.  00 

512897°— 60- 
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630.  Table  for  converting  the  1952  PIA  to  the  1954  PIA. 


1952 

1954 

1952 

1954 

1952 

1954 

1952 

1964 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

25.00 

30.00 

30.00 

35.00 

35.00 

40.00 

40.00 

46.00 

25.  10 

30.  10 

30.  10 

35.  10 

35.  10 

40.  10 

40.  10 

46.  10 

25.  20 

30.  20 

30.20 

35.  20 

35.20 

40.20 

40.20 

46.  20 

25.30 

30.  30 

30.30 

35.30 

35.30 

40.30 

40.30 

46.30 

25.40 

30.  40 

30.40 

35.40 

35.40 

40.40 

40.40 

46.  40 

25.50 

30.  50 

30.  50 

35.  50 

35.60 

40.50 

40.  60 

45.  50 

25.  60 

30.  60 

30.60 

35.60 

35.60 

40.60 

40.60 

46.  60 

25.70 

30.  70 

30.70 

35.70 

35.  70 

40.70 

40.70 

45.  70 

25.  80 

30.  80 

30.80 

35.80 

35.80 

40.  80 

40.80 

45.80 

25.90 

30.  90 

30.90 

35.90 

35.90 

40.90 

40.90 

45.  90 

26.00 

31.00 

31.00 

36.00 

36.00 

41.00 

41.00 

46.00 

26.  10 

31.  10 

31.  10 

36.  10 

36.  10 

41.  10 

41.  10 

46.  10 

26.20 

31.20 

31.20 

36.20 

36.20 

41.  20 

41.20 

46.  20 

26.  30 

31.30 

31.30 

36.30 

36.30 

41.  30 

41.30 

46.  30 

26.  40 

31.40 

31.40 

36.40 

36.40 

41.40 

41.40 

46.40 

26.50 

31.  50 

31.  50 

36.  50 

36.60 

41.50 

41.60 

46.  60 

26.60 

31.60 

31.  60 

36.60 

36.60 

41.60 

41.60 

46.  60 

26.  70 

31.70 

31.70 

36.70 

36.70 

41.70 

41.  70 

46.  70 

26.80 

31.80 

31.  80 

36.80 

36.  80 

41.80 

41.80 

46.  80 

26.  90 

31.90 

31.90 

36.  90 

36.90 

41.  90 

41.90 

46.  90 

27.00 

32.00 

32.00 

37.00 

37.00 

42.00 

42.00 

47.00 

27.  10 

32.  10 

32.  10 

37.  10 

37.  10 

42.  10 

42.  10 

47.  10 

27.20 

32.  20 

32.  20 

37.20 

37.20 

42.20 

42.20 

47.20 

27.30 

32.  30 

32.  30 

37.30 

37.30 

42.30 

42.30 

47.30 

27.40 

32.  40 

32.40 

37.40 

37.40 

42.40 

42.40 

47.  40 

27.50 

32.50 

32.50 

37.50 

37.60 

42.50 

42.  60 

47.  60 

27.60 

32.60 

32.60 

37.60 

37.60 

42.60 

42.  60 

47.60 

27.70 

32.  70 

32.70 

37.  70 

37.70 

42.70 

42.70 

47.  70 

27.80 

32.  80 

32.80 

37.80 

37.80 

42.80 

42.80 

47.80 

27.90 

32.  90 

32.90 

37.90 

37.90 

42.  90 

42.  90 

47.90 

28.00 

33.00 

33.00 

38.00 

38.  00 

43.00 

43.00 

48.00 

28.  10 

33.  10 

33.  10 

38.  10 

38.  10 

43.10 

43.  10 

48.  10 

28.  20 

33.20 

33.  20 

38.  20 

38.20 

43.20 

43.20 

48.  20 

28.30 

33.  30 

33.30 

38.30 

38.30 

43.30 

43.30 

48.  30 

28.40 

33.  40 

33.40 

38.40 

38.40 

43.40 

43.40 

48.  40 

28.50 

33.  50 

33.50 

38.50 

38.50 

43.  50 

43.60 

48.  50 

28.60 

33.60 

33.60 

38.60 

38.60 

43.  60 

43.60 

48.  60 

28.70 

33.  70 

33.  70 

38.70 

38.70 

43.  70 

43.70 

48.70 

28.80 

33.80 

33.80 

38.80 

38.80 

43.  80 

43.80 

48.80 

28.90 

33.90 

33.90 

38.90 

38.90 

43.  90  : 

43.90 

48.90 

29.  00 

34.00 

34.00 

39.00 

39.  00 

44.  00 

44.00 

49.00 

29.  10 

34.  10 

34.  10 

39.  10 

39.  10  : 

44.  10 

44.  10 

49.  10 

29.  20 

34.20 

34.20 

39.  20 

39.  20 

44.  20 

44.20 

49.20 

29.30 

34.30 

34.30 

39.30 

39.  30 

44.  30  \ 

44.30 

49.30 

29.40 

34  40 

34.40 

39.40 

39.40 

44.40 

44.  40 

49.40 

29.  50 

34.50 

34.50 

39.50 

39.50 

44.60 

44.50 

49.  60 

29.  60 

34.60 

34.60 

39.  60 

39.  60 

44.60 

44.60 

49.60 

29.  70 

34.  70 

34.70 

39.70 

39.70 

44.  70 

44.70 

49.  70 

29.  80 

34.  80 

34.80 

39.80 

39.  80 

44.80 

44.  80 

49.80 

29.  90 

34.90 

34.90 

39.90 

39.90 

44.90 

44.  90 

49.  90 
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630.  Table  for   converting  the    1952    PIA   to   the    1954  PIA. — 
Continued 


1952 

1954 

1952 

1954 

1952 

1954 

1952 

1954 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

45.  00 

50.00 

50.60 

55.  60 

55.90 

60.90 

60.90 

66.  30 

45.  10 

50.  10 

50.70 

55.70 

56.00 

61.00 

61.00 

66.50 

45.20 

50.20 

50,80 

55.  80 

56.  10 

61.  10 

61.  10 

66.  70 

45.30 

50.30 

50.90 

55.  90 

56.20 

61.  20 

61.20 

66.70 

45.40 

50.  40 

51.00 

56.00 

56.  30 

61.  30 

61.  30 

66.90 

45.  50 

50.50 

51.  10 

56.  10 

56.  40 

61.  40 

61.  40 

67.  10 

45.  60 

50.60 

51.20 

56.  20 

56.  50 

61.  50 

61.  50 

67.  10 

45.70 

50.70 

51.30 

56.30 

56.60 

61.  60 

61.  60 

67.30 

45.80 

50.80 

51.  50 

56.  50 

56.  70 

61.  70 

61.  70 

67.  50 

45.90 

50.90 

51.  60 

56.  60 

56.  80 

61.  80 

61.  80 

67.50 

46.  10 

51.  10 

51.70 

56.  70 

56.  90 

61.  90 

61.90 

67.  70 

46.20 

51.  20 

51.  80 

56.80 

57.00 

62.  00 

62.00 

67.  90 

46.  30 

51.30 

51.  90 

56.  90 

57.  10 

62.  10 

62.  10 

67.  90 

46.40 

51.  40 

52.00 

57.00 

57.20 

62.  20 

62.  20 

68.  10 

46.  50 

51.50 

52.  10 

57.  10 

57.30 

62.  30 

62.  30 

68.  30 

46.60 

51.60 

52.20 

57.20 

57.  40 

62.40 

62.  40 

68.  30 

46.70 

51.  70 

52.  30 

57.30 

57.  50 

62.  50 

62.  50 

68.  50 

46.80 

51.80 

52.  40 

57.40 

57.  60 

62.  60 

62.60 

68.70 

47.00 

52.00 

52.  50 

57.  50 

57.  70 

62.  70 

62.  70 

68.70 

47.  10 

52.  10 

52.  60 

57.60 

57.80 

62.80 

62.80 

68.90 

47.20 

52.  20 

52.  70 

57.  70 

57.90 

62.90 

62.  90 

69.  10 

47.30 

52.  30 

52.80 

57.  80 

58.00 

63.  00 

63.00 

69.  10 

47.  40 

52.  40 

52.  90 

57.90 

58.  10 

63.  10 

63.  10 

69.  30 

47.  50 

52.50 

53.00 

58.00 

58.  20 

63.  20 

63.  20 

69.  50 

47.60 

52.  60 

53.  10 

58.  10 

58.  30 

63.  30 

63.  30 

69.  50 

47.70 

52.  70 

53.  30 

58.  30 

58.40 

63.  40 

63.40 

69.  70 

47.90 

52.90 

53.40 

58.40 

58.  50 

63.  50 

63.50 

69.  90 

48.00 

53.00 

53.50 

58.  50 

58.60 

63.  60 

63.  60 

69.90 

48.  10 

53.  10 

53.  60 

58.  60 

58.70 

63.  70 

63.70 

70.10 

48.20 

53.20 

53.70 

58.  70 

58.  80 

62.  80 

63.80 

70.30 

48.  30 

53.30 

53.  80 

58.  80 

58.  90 

63.  90 

63.90 

70.30 

48.  40 

53.  40 

53.  90 

58.  90 

59.00 

64.  00 

64.00 

70.50 

48.  50 

53.  50 

54.00 

59.00 

59.  10 

64.  10 

64.  10 

70.  70 

48.60 

53.  60 

54.  20 

59.20 

59.  20 

64.  20 

64.  20 

70.  70 

48.  80 

53.80 

54.  30 

59.30 

59.  30 

64.  30 

64.30 

70.90 

48.  90 

53.90 

54.  40 

59.40 

59.  40 

64.  40 

64.  40 

71.  10 

49.00 

54.00 

54.  50 

69.  50 

59.50 

64.  50 

49.  10 

54.  10 

54.60 

59.  60 

59.  60 

64.  70 

64.50 

71.10 

49.20 

54.  20 

54.70 

59.70 

59.  70 

64.  70 

64.  60 

71.30 

49.30 

54.30 

54.80 

59.80 

59.  80 

64.90 

64.70 
64.  80 

71.  50 
71.  50 

49.  40 

54.  40 

54.90 

59.90 

59.  90 

65.  10 

64.  90 

71.70 

49.50 

54.50 

55.00 

60.00 

GO.  00 

65.  10 

49.70 

54.  70 

55.  10 

60.  10 

60.  10 

65.  30 

65.00 

71.90 

49.80 

54.80 

55.  20 

60.20 

60.  20 

65.  50 

65.  10 

71.90 

49.90 

54.  90 

55.30 

60.  30 

60.30 

65.  50 

65.  20 
65.  30 

72.  10 
72.30 

50.00 

55.00 

55.  40 

60.40 

60.40 

65.  70 

65.  40 

72.30 

50.  10 

55.  10 

55.  50 

60.50 

60.  50 

65.90 

50.  20 

55.  20 

55.60 

60.60 

60.60 

65.  90 

50.  30 

55.30 

55.70 

60.70 

60.  70 

66.  10 

50.40 

55.40 

55.  80 

60.  80 

60.  80 

66.  30 

in 


630.  Table   for   converting   the    1952   PIA   to   the    1954  PIA.- 
Continued 


1952 

1954 

1952 

1954 

1952 

1954 

1952 

1954 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

PIA 

65.50 

72.50 

70.00 

78.50 

74.50 

84.50 

79.20 

90.70 

65.60 

72.70 

70.  10 

78.  70 

74.60 

84.70 

79.30 

90.90 

65.70 

72.70 

70.20 

78.  70 

74.70 

84.70 

79.50 

91.  10 

65.80 

72.90 

70.30 

78.90 

74.80 

84.90 

79.60 

91.30 

65.90 

73.  10 

70.  40 

79.  10 

74.90 

85.  10 

79.80 

91.50 

66.00 

73.  10 

70.50 

79.  10 

75.00 

85.  10 

79.90 

91.70 

66.  10 

73.30 

70.60 

79.30 

75.  10 

85.  30 

80.  10 

91.90 

66.20 

73.50 

70.70 

79.50 

75.20 

85.50 

80.20 

92.  10 

66.  30 

73.50 

70.80 

79.50 

75.30 

85.50 

80.40 

92.30 

66.  40 

73.70 

70.90 

79.70 

75.  40 

85.  70 

80.  50 

92.50 

66.  50 

73.  90 

71.00 

79.90 

75.50 

85.90 

80.70 

92.70 

66.60 

73.90 

71.  10 

79.90 

75.60 

85.90 

80.80 

92.90 

66.70 

74.  10 

71.20 

80.  10 

75.70 

86.  10 

81.00 

93.  10 

66.80 

74.  30 

71.30 

80.30 

75.80 

86.30 

81.  10 

93.30 

66.90 

74.30 

71.40 

80.30 

75.90 

86.30 

81.30 

93.  50 

67.00 

74.50 

71.50 

80.50 

76.00 

86.50 

81.40 

93.70 

67.  10 

74.70 

71.60 

80.70 

76.  10 

86.70 

81.60 

93.90 

67.  20 

74.70 

71.70 

80.70 

76.  20 

86.70 

81.70 

94.  10 

67.30 

74.90 

71.80 

80.90 

76.30 

86.90 

81.90 

94.  30 

67.  40 

75.  10 

71.90 

81.  10 

76.40 

87.  10 

82.00 

94.  50 

67.50 

75.  10 

72.00 

81.  10 

76.50 

87.  10 

82.  20 

94.70 

67.60 

75.30 

72.  10 

81.30 

76.60 

87.30 

82.30 

94.  90 

67.  70 

75.50 

72.20 

81.50 

76.70 

87.50 

82.50 

95.  10 

67.80 

75.50 

72.30 

81.50 

76.80 

87.50 

82.60 

95.30 

67.90 

75.70 

72.40 

81.70 

76.  90 

87.70 

82.80 

95.50 

68.00 

75.90 

72.50 

81.90 

77.00 

87.90 

82.  90 

95.  70 

68.  10 

75.90 

72.60 

81.90 

77.  10 

88.50 

83.  10 

95.90 

68.20 

76.  10 

72.70 

82.  10 

77.20 

88.50 

83.20 

96.  10 

68.30 

76.30 

72.80 

82.30 

77.40 

88.50 

83.40 

96.  30 

68.40 

76.  30 

72.90 

82.30 

77.50 

88.50 

83.50 

96.  50 

68.50 

76.50 

73.00 

82.50 

77.70 

88.70 

83.70 

96.  70 

68.60 

76.70 

73.  10 

82.70 

77.80 

88.90 

83.80 

96.  90 

6&70 

76.  70 

73.20 

82.70 

78.00 

89.  10 

84.00 

97.  10 

68.80 

76.90 

73.30 

82.90 

78.  10 

89.30 

84.  10 

97.30 

68.90 

77.  10 

73.40 

83.  10 

78.30 

89.50 

84.30 

97.  50 

69.00 

77.  10 

73.50 

83.  10 

78.40 

89.70 

84.40 

97.70 

69.  10 

77.30 

73.60 

83.30 

78.60 

89.90 

84.60 

97.90 

69.20 

77.50 

73.70 

83.50 

78.70 

90.  10 

84.  70 

98.  10 

69.30 

77.50 

73.80 

83.50 

78.90 

90.30 

84.90 

98.30 

69.40 

77.70 

73.  90 

83.70 

79.00 

90.50 

85.00 

98.  50 

69.50 

77.90 

74.00 

83.90 

69.60 

77.  90 

74.  10 

83.90 

69.70 

78.  10 

74.20 

84.  10 

69.  80 

78.30 

74.30 

84.30 

69.90 

78.  30 

74.40 

84.30 
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631.  For  benefits  for  months  after  8/54  and  before  1/59,  several 
computation  formulas  may  be  used  to  figure  the  PIA  where  the  insured 
person : 

A.  Became  entitled  to  benefits  after  8/54  based  on  an  application  filed 
after  8/54;  or 

B.  Died  after  8/54  and  before  1/59  without  becoming  entitled  to  benefits. 

These  formulas  are  the  1954  PIA  formula,  the  1952  PIA  formula,  and 
the  revised  PIB  formula.  The  PIA  is  figured  under  aU  formulas  for  which 
the  insured  person  qualifies  and  the  one  producing  the  highest  PIA  is  used 
to  set  the  benefit  rate. 

632.  The  1954  PIA  formula  is: 

A.  55  percent  of  the  first  $110  of  the  AME  determined  in  accordance  with 
§§  609-620;  plus 

B.  20  percent  of  the  remainder  of  the  AME  up  to  a  maximum  of  $240. 

The  resultant  1954  PIA  is  used  to  determine  benefits  payable  for  months 
before  1959.  For  benefits  for  months  after  12/58,  the  1954  PIA  is  converted 
to  the  appropriate  1958  PIA  by  using  the  table  in  §  629. 

This  formula  is  used  if  the  insured  person  had  acquired  at  least  6  quarters 
of  coverage  after  1950  and  was  not  eligible  for  old-age  insurance  benefits 
before  9/54,  or  had  acquired  at  least  6  quarters  of  coverage  after  6/53 
regardless  of  when  he  became  eligible  for  benefits. 

633.  The  1952  PIA  formula  is: 

A.  55  percent  of  the  first  $100  of  the  AME  determined  in  accordance  with 
§§  609-620;  pZa5 

B.  15  percent  of  the  remainder  of  the  AME  up  to  a  maximum  of  $200. 

The  resulting  1952  PIA  is  converted  by  use  of  the  table  in  §  630  to  the 
1954  PIA  which  then  serves  as  the  basis  for  benefits  for  months  before 
1959.  For  benefits  for  months  after  1958,  the  resultant  1954  PIA  is  con- 
verted to  the  corresponding  1958  PIA  by  using  the  table  in  §  629. 

This  formula  may  be  used  if  the  insured  person  had  acquired  at  least  6 
quarters  of  coverage  after  1950  up  to  and  including  the  calendar  quarter  in 
which  he  filed  his  application  for  benefits  or  died,  whichever  occurred  first. 

634.  The  revised  PIB  formula  is : 

A.  40  percent  of  the  first  $50  of  the  AME  determined  in  accordance  with 
§§  609-620;  plus 

B.  10  percent  of  the  remainder  of  the  AME  up  to  a  maximum  of  $200; 
plus 

C.  1  percent  of  the  total  of  (A)  and  (B)  above  for  each  year  before  1951 
in  which  the  person  was  paid  at  least  $200  in  wages  covered  by  social 
security  unless  such  year  is  part  of  an  excluded  period  of  disability. 

The  result  is  the  PIB  which  is  converted  by  using  the  table  in  §  630  to  the 
appropriate  1954  PIA  for  benefits  for  months  before  1959.     For  benefits 


for  months  after  1958,  the  resultant  PIA  is  converted  to  the  appropriate  1958 
PIA  by  using  the  table  in  §  629. 

This  formula  is  used  to  figure  the  PIA  for  benefits  for  months  after  8/54 
and  before  1/59  on  the  basis  of  an  application  filed  after  8/54.  The  re- 
vised PIB  formula  also  applies  when  the  insured  person  died  within  this 
same  period  without  having  been  entitled  to  benefits  unless  he  had  attained 
age  22  after  1950  and  had  acquired  6  quarters  of  coverage  after  1950  and 
before  his  death.  In  the  latter  case,  only  the  1954  and  1952  PIA  formulas 
apply. 

635.  AN  ACTUARIALLY  REDUCED  BENEFIT  RATE  is  payable  to  a 
woman  who,  for  months  beginning  with  age  62  and  before  age  65,  is  en- 
titled to: 

A.  Old-age  insurance  benefits;  or 

B.  Wife's  insurance  benefits,  if  she  does  not  have  in  her  care  a  child  en- 
titled to  benefits  based  upon  the  same  earnings  account. 

The  '^'^actuarial  reduction^'  is  made  by  first  determining  the  woman's 
unreduced  benefit  and  then  decreasing  this  benefit  rate  by  a  specified  per- 
centage for  each  month  that  she  is  under  age  65  as  of  the  first  month  for  which 
she  elected  to  have  her  reduced  benefits  begin. 

Reduced  old-age  or  wife's  benefits  continue  at  the  reduced  rate 
even  after  age  65  except  that  the  reduced  benefit  rate  may  be  refigured  at  age 
65  to  exclude  from  the  reduction  factor  certain  months  in  which  the  reduced 
benefit  was  not  paid  (see  §  647) . 

636.  There  are  two  basic  actuarial  reduction  formulas : 

A.  A  woman's  old-age  insurance  benefit  is  reduced  by  5/9  of  1  percent 
(or  1/180)  for  each  month  she  is  under  age  65. 

B.  Wife's  insurance  benefits  are  reduced  by  25/36  of  1  percent  (or  1/144) 
for  each  month  the  wife  is  under  age  65. 

637.  To  figure  the  number  of  reduction  months  count  all  months, 
beginning  with  the  first  month  of  entitlement  to  benefits,  up  through  the  month 
before  the  month  in  which  the  woman  reaches  age  65.  Exclude  from  this 
total  the  following  months,  if  any,  in  the  retroactive  entitlement  period : 

A.  Months  for  which  the  woman  waived  her  right  to  benefits,  if  she  waived : 

1.  All  months  in  the  retroactive  entitlement  period ;  or 

2.  One  or  more  consecutive  months  beginning  with  the  first  month  of 
the  retroactive  period. 

B.  Months  for  which  the  maximum  family  benefit  payable  had  already 
been  paid  to  other  beneficiaries. 

C.  Months  during  which  the  woman  had  a  child  entitled  to  benefits  in  her 
care  and  so  was  entitled  to  wife's  unreduced  benefits.  (This  applies 
only  to  wife's  benefits.) 

638.  How  the  reduction  amount  is  figured  depends  upon  whether  the 
woman  is  entitled  only  to  old-age  insurance  benefits  or  to  wife's  insurance 

80 


benefits  or  to  both  types.  In  the  latter  case,  the  time  at  which  she  becomes 
entitled  to  each  benefit  affects  the  method  of  figuring  the  reduction  amount. 
The  nine  possible  situations  (and  an  example  of  each)  are  set  out  in  the 
chart  on  pages  82-83.  The  situations  outlined  in  examples  8  and  9  are  rare. 
The  facts  in  a  particular  case  may  be  substituted  for  the  facts  in  the  matching 
example. 

639.  A  PERSON'S  PIA  MAY  BE  REFIGURED  after  initial  entitle- 
ment and  computation  of  benefit  rate  if  he  qualifies  for  one  of  the  recomputa- 
tion  methods  provided  by  law.     Generally,  the  PIA  is  recomputed  by: 

A.  Using  the  same  computation  methods  or  formulas  for  which  he  qualified 
at  the  time  of  original  entitlement  but  including  earnings  covered  by 
social  security  not  included  at  the  time  his  PIA  was  previously  figured; 
or 

B.  Using  a  computation  method  for  which  the  insured  person  now  qualifies 
but  had  not  previously  qualified,  or  which  was  not  in  effect  when 
he  became  entitled  to  benefits. 

640.  Many  types  of  recomputation  methods  have  been  provided  for 
during  the  past  years.  The  important  recomputation  methods  for  which  a 
person  may  currently  become  entitled  are : 

A.  The  1954  work  recomputation  (See  §§  641-642) . 

B.  The  current  year  recomputation  (See  §§  643-644) . 

C.  The  drop-out  recomputation  (See  §§  645-646) . 

D.  Woman's  age  65  recomputation  (See  §  647) . 

E.  The  disability  freeze  recalculation  (See  §  648) . 

F.  The  railroad  compensation  recomputation  (See  §  649) . 

641.  The  1954  work  recomputation  may  be  used  to  refigure  the  PIA 
of  an  insured  person  who : 

A.  He  has  acquired  6  quarters  of  coverage  after  1950;  and 

B.  Has  earnings  of  more  than  $1,200  covered  by  social  security  in  the 
latest  of  the  following  "qualifying"  years  after  1953 : 

1.  A  year  after  the  year  in  which  the  insured  person  had  filed  an 
application  for  and  been  awarded: 

a.  Old-age  insurance  benefits;  or 

b.  A  1950  work  recomputation  for  which  he  was  first  eligible  after 
8/54;    or 

c.  A  drop-out  recomputation ;  or 

2.  Any  year  in  or  after  the  year  in  which  the  insured  person  filed 
an  application  for  and  had  been  awarded : 

a.  A  1950  work  recomputation  for  which  he  was  eligible  before 
9/54;  or 

b.  A  previous  1954  work  recomputation. 

An  application  must  be  filed  by  the  insured  person  in  order  to  obtain 
a  1954  work  recomputation;  however,  it  cannot  be  filed  before  July  of  the 
year  following  the  qualifying  year. 
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//  there  is  more  than  one  year  which  could  be  the  '^'^ qualifying^' 
year,  the  first  one  is  the  qualifying  year.  For  example,  if  the  person  ap- 
plied for  old-age  insurance  benefits  in  1959  and  has  earnings  of  over  $1,200 
credited  in  both  1960  and  1961,  1960  is  the  qualifying  year  even  if  the 
person  does  not  apply  for  a  recomputation  until  1962  or  later. 

Where  the  ^'drop-out''  has  not  been  considered  in  a  previous 
computation,  the  PI  A  is  refigured  as  if  the  insured  person  was  initially 
filing  for  old-age  benefits,  using  all  the  formulas  or  methods  for  which  the 
person  qualifies  at  the  time  the  application  for  recomputation  is  filed.  In 
all  cases  the  PI  A  is  refigured  using  the  1958  PI  A  method  with  a  single 
closing  date  as  of  the  first  day  of  the  year  of  filing. 

Any  increase  may  be  retroactive  for  as  many  as  12  months  before  the 
month  in  which  the  recomputation  application  is  filed,  but  no  earlier  than 
the  first  month  following  the  qualifying  year. 

642.  A  1954  WORK  RECOMPUTATION  may  be  given  to  a  survivor 
of  a  deceased  insured  person  if  the  insured  person  was  entitled  to  old-age 
insurance  benefits  and  died  after  1954  and: 

A.  The  insured  person  would  have  been  entitled  to  a  1954  work  recom- 
putation had  he  applied  for  it  in  the  month  in  which  he  died;  or 

B.  The  insured  person  died  during  the  qualifying  year  or  within  the 
6  months  following,  but  met  all  the  other  requirements  for  the 
recomputation. 

When  the  above  requirements  are  met,  the  1954  work  recomputation  will 
automatically  be  considered  when  figuring  the  amount  of  any  survivor's 
benefits  payable. 

The  PI  A  is  refigured  exactly  as  if  the  insured  person  had  filed  for  the 
recomputation  in  the  month  of  death.  Any  increase  in  the  PIA  can  be 
applied  in  figuring  the  monthly  benefit  payable  to  the  survivor  and  the 
amount  of  the  lump-sum  death  payment.  Any  resultant  increase  in  the 
monthly  benefit  payable  to  the  survivor  is  retroactive  to  the  first  month  for 
which  the  survivor  was  first  entitled  to  the  survivor's  benefits. 

643.  A  current  year  recomputation  is  used  to  include  in  the  PIA  com- 
putation any  earnings  creditable  to  the  calendar  year  in  which  the  person 
filed  effective  application  for  old-age  insurance  benefits  or  for  the  last 
previous  recomputation,  if  these  earnings  had  not  been  considered  at  that 
time.  To  qualify  for  a  current  year  recomputation  the  insured  person 
must  have,  after  8/54,  filed  application  for  and  have  been  awarded,  one 
of  the  following: 

A.  Old-age  or  disability  insurance  benefits. 

B.  A  1950  work  recomputation. 

C.  A  1954  work  recomputation  in  which  the  drop-out  was  considered  for 
the  first  time. 

D.  A  drop-out  recomputation. 


An  application  must  be  filed  for  the  current  year  recomputation  after 
the  end  of  the  year  in  which  the  application  was  filed  for  the  computation 
or  recomputation  in  (A),  (B),  (C),or  (D)  above. 

The  PI  A  is  refigured  using  only  the  computation  methods  or  formulas 
for  which  the  insured  qualified  at  the  time  of  the  last  previous  computation 
or  recomputation  of  his  PIA.  However,  only  a  single  closing  date  may  be 
used — ^the  first  day  of  the  year  following  the  year  in  which  application  was 
filed  for  the  last  previous  computation  or  recomputation. 

Any  increase  in  the  PIA  is  retroactive  to  the  first  month  for  which  the 
last  computation  or  recomputation  was  effective  but  for  no  more  than  24 
months  before  the  month  in  which  the  current  year  recomputation  appli- 
cation is  filed. 

644.  A  current  year  recomputation  may  be  given  to  a  survivor 

of  a  deceased  insured  person  if  the  insured : 

A.  Died  after  8/54;  and 

B.  Based  on  an  application  filed  after  8/54  he  was  awarded: 

1.  Old-age  insurance  benefits;  or 

2.  One  of  the  following  types  of  recomputation: 

a.  A  1954  work  recomputation. 

b.  A  drop-out  recomputation. 

c.  A  1950  work  recomputation. 

d.  A  railroad  compensation  recomputation. 

The  claimant  must  apply  for  the  current  year  recomputation  after  the 
end  of  the  year  in  which  the  last  event  listed  in  (A)  or  (B)  above  occurred. 
The  application  for  survivors  benefits  will  serve  as  an  application  for  a 
current  year  recomputation. 

The  PIA  is  refigured  using  only  the  computation  methods  or  formulas 
for  which  the  insured  person  qualified  at  the  time  of  the  last  previous  compu- 
tation or  recomputation  of  his  PIA;  however,  the  closing  date  that  can  be 
used  is  the  earlier  of  the  following  dates:  (1)  the  first  day  of  the  year  fol- 
lowing the  year  in  which  application  was  filed  by  the  insured  person  for  the 
last  previous  computation  or  recomputation;  or  (2)  the  first  day  of  the  year 
following  the  year  in  which  the  insured  person  died. 

Any  increase  in  the  PIA  may  be  used  to  determine  the  amount  of  the 
survivor's  monthly  benefit  and  the  amount  of  the  lump-sum  death  payment. 
The  increase  in  the  monthly  benefit  is  retroactive  for  as  many  as  24  months 
before  the  month  in  which  the  person  filed  for  the  survivor's  current  year 
recomputation  but  no  earlier  than  the  month  of  the  insured  person's  death. 

645.  THE  DROP-OUT  RECOMPUTATION  is  the  method  used  to  re- 
figure  the  PIA  of  a  person  who: 

A.  Has  acquired  6  quarters  of  coverage  after  6/53 ;  and 

B.  Did  not  meet  the  requirements  for  the  use  of  the  drop-out  at  the  time 
his  PIA  was  previously  computed  or  recomputed. 


If  he  did  previously  meet  the  requirements  for  the  use  of  the 
drop-out  provisions  he  cannot  now  qualify  for  the  drop-out  recomputation 
even  though  the  drop-out  was  not  used  in  any  previous  computation  or 
recomputation. 

The  application  for  the  drop-out  recomputation  must  be  filed  after  the 
person  has  acquired  his  sixth  quarter  of  coverage  after  6/53.  The  PIA  is 
refigured  as  if  the  insured  person  were  first  filing  for  old-age  insurance  bene- 
fits at  the  time  he  filed  for  the  recomputation  using  all  computation  methods 
and  formulas  available  at  that  time. 

646.  A  drop-out  recomputation  may  be  given  to  a  survivor  of  a 

deceased  insured  person  if: 

A.  The  deceased  would  have  been  entitled  to  a  drop-out  recomputation  had 
'iovf    Jie  applied  for  it  at  the  time  of  his  death;  and 

B.  The  survivor  of  the  deceased  files  an  application  for  the  recomputation. 

(An   application   for  survivors  monthly   benefits  will  also   serve  as 
an  application  for  the  recomputation. ) 

The  PIA  is  refigured  as  if  the  insured  person  had  filed  for  old-age  in- 
surance benefits  in  the  month  in  which  he  died  using  all  computation 
methods  and  formulas  available  at  that  time. 

The  increased  PIA  is  used  to  determine  the  monthly  benefit  amount 
payable  to  the  survivor.  Any  increase  is  retroactive  to  the  first  month 
for  which  the  survivor  is  entitled  to  such  survivor's  benefits.  The  increased 
PIA  cannot,  however,  be  used  in  figuring  the  amount  of  the  lump-sum  death 
payment. 

647.  THE  AGE  65  RECOMPUTATION  OF  AN  ACTUARIALLY 
REDUCED  BENEFIT  is  the  method  used  to  refigure  the  benefits  payable 
to  a  woman  upon  attainment  of  age  65  if  she  was: 

A.  Previously  entitled  to  old-age  insurance  benefits  between  ages  62  and 
65  and  if  deductions  were  imposed  against  her  benefits  for  3  or  more 
months  before  age  65  because  she  worked. 

B.  Previously  entitled  to  actuarially  reduced  wife's  insurance  benefits  be- 
tween ages  62  and  65  and  for  a  total  of  3  or  more  months  one  or  more 
of  the  following  events  occurred : 

1.  Deductions  were  imposed  against  her  actuarially  reduced  benefit 
because  of: 

a.  Her  own  or  her  husband's  work  activity;  or 

b.  Her  husband's  refusal  of  vocational  rehabilitation ;  or 

2.  Her  wife's  actuarially  reduced  benefit  was  terminated  because  her 
husband's  disability  insurance  benefit  was  terminated;  or 

3.  The  full  wife's  benefit  was  payable  because  the  woman  had  a  child 
entitled  to  benefits  in  her  care. 

An  application  is  not  required  for  this  recomputation;  however,  the 
woman  must  be  alive  and  entitled  to  the  particular  benefit  (the  old-age  or 
wife's  insurance  benefit,  as  the  case  may  be)  at  age  65.    .,.^  g^.,^  ^^  vj  ^^^^ 
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The  benefit  amount  is  refigured  using  the  same  actuarial  reduction 
formula  that  was  used  to  figure  the  original  reduced  benefit  but  excluding 
from  the  old-age  benefit  reduction  factor  the  3  or  more  months  in  (A)  above 
and  from  the  wife's  benefit  reduction  factor,  the  3  or  more  months  in  (B) 
above. 

648.  A  RECALCULATION  TO  EXCLUDE  A  PERIOD  OF  DISABIL- 
ITY may  be  given  to  an  insured  person  who  is  already  receiving  old-age 
insurance  benefits  if  he  has  a  period  of  disability  established  after  he  became 
entitled  to  such  benefits. 

The  PIA  is  refigured  by  reopening  the  last  computation  and  using  all 
the  methods  or  formulas  available  at  that  time.  The  drop-out  applies  (unless 
the  1952  PIA  formula  is  used)  and  the  period  of  disability  must  be  excluded 
unless  a  higher  PIA  results  by  including  it. 

If  the  period  of  disability  is  established  based  on  the  requirements  in 
efi'ect  before  9/58,  any  increase  in  the  PIA  may  be  retroactive  to  7/55.  If 
the  period  of  disability  is  estsdslished  based  on  the  requirements  in  effect 
after  8/58,  the  increase  in  the  PIA  may  be  retroactive  to  9/58.  (See  chap- 
ter 5  regarding  the  requirements  for  the  establishment  of  a  period  of  dis- 
ability.) In  neither  case,  however,  is  the  increase  payable  before  the  first 
month  of  entitlement  to  the  old-age  insurance  benefits. 

649.  THE  RAILROAD   COMPENSATION  RECOMPUTATION  is 

used  to  refigure  the  PIA  of  an  insured  person  who  was  entitled  to  old-age 
insurance  benefits,  who  died  after  8/50,  and  who  had  been  paid  railroad 
compensation.  This  recomputation  permits  adding  in  the  raihoad  compen- 
sation in  figuring  the  survivor's  benefits,  even  though  it  could  not  have  been 
included  in  computing  or  recomputing  the  PIA  while  the  insured  person 
was  alive. 

iVo  application  for  this  recomputation  is  required.  The  PIA  is 
automatically  recomputed  whether  or  not  the  survivor  is  required  to  file  any 
application  for  the  monthly  benefits  or  the  lump-sum  death  payment  to  which 
he  is  entitled. 

The  recomputation  will  he  based  on  the  wages  and/or  self-employ- 
ment income  included  in  the  last  previous  computation  or  recomputation 
used  to  set  the  insured  person's  PIA  plus  railroad  compensation  paid  to 
the  insured  person  before  the  closing  date  used  in  that  computation  or 
recomputation. 

650.  THERE  ARE  OTHER  RECOMPUTATION  METHODS  which 
are  now  seldom  used  because  they  have  either  been  superseded  by  more 
liberal  recomputation  provisions  or  because  the  time  limit  for  their  use  has 
expired.     These  recomputations  are: 

A.  The  lag-wage  recomputation. 

B.  The  1952  lag  self -employment  income  recomputation, 

C.  The  1950  work  recomputation. 

D.  The  7/1/50  work  recomputation. 


E.  The  post- World  War  II  military  service  wage  credit  recomputation. 

F.  The  railroad  compensation  recalculation. 

The  lag-wage  recomputation  could  be  used  to  refigure  the  PIA  of  a 
person  who  first  became  entitled  to  benefits  (or  died)  after  8/50  and  before 
9/54  by  including  in  the  computation  (if  not  previously  included)  the  wages 
paid  to  him  in  the  two  calendar  quarters  before  the  quarter  in  which  he 
filed  for  benefits,  or  died,  whichever  occurred  first. 

The  1952  lag  self  •employment  income  recomputation  could  be 
used  to  refigure  the  PIA  of  a  self-employed  person  who: 

'    A.  Filed  for  old-age  insurance  benefits  or  died  (whichever  occurred  first) 
in  1952  or  in  a  taxable  year  beginning  in  1952  and 
B.  Had  self-employment  income  in  a  taxable  year  beginning  or  ending  in 
1952,  which  was  not  included  initially  in  figuring  the  PIA. 

The  1950  work  recomputation  could  be  used  to  refigure  the  PIA  of  a 
person  who  was  entitled  to  old-age  insurance  benefits  before  1955  and  who 
had  earnings  covered  by  social  security  after  entitlement  and  met  certain 
other  requirements. 

The  7/1/50  work  recomputation  could  be  used  to  refigure  the  PIA 
of  a  person  who  was  entitled  to  old-age  insurance  benefits  before  9/50, 
based  on  an  application  filed  before  9/50,  to  include  any  wages  paid  to 
him  in  the  period  after  he  became  entitled  to  benefits  and  before  7/1/50. 

The  post-World  War  II  military  service  wage  credit  recomputation 
could  be  used  to  include  credit  of  $160  for  each  month  of  the  insured 
person's  military  service  in  the  period  7/25/47-12/31/56,  if  these  wage 
credits  had  not  been  included  at  the  time  his  PIA  was  first  computed,  but 
only  for  that  part  of  this  period  which  fell  within  the  computation  period. 

The  railroad  compensation  recalculation  is  the  method  by  which  the 
old-age  insurance  benefit  rate  of  a  person  who  became  entitled  to  such 
benefit  before  11/51  could  be  refigured  to  include  in  his  AME  railroad 
compensation  paid  before  11/51. 

651.  A  CERTIFICATE  OF  ELECTION  TO  RECEIVE  ACTUARI- 
ALLY REDUCED  WIFE'S  BENEFITS  may  be  filed  by  a  woman  age  62 
or  over  entitled  to  wife's  insurance  benefits  based  on  having  a  child  in  her 
care  entitled  to  benefits  on  the  same  social  security  account  on  which  the 
wife's  benefits  are  based  and  whose  unreduced  benefits  are  suspended  be- 
cause the  child  is  no  longer  in  her  care  or  whose  benefits  terminate  because 
the  child's  entitlement  to  benefits  terminates. 

The  certificate  of  election  is  effective  for  any  month  in  which  the 
woman  is  between  age  62  and  65,  entitled  to  wife's  insurance  benefits,  and 
does  not  have  in  her  care  a  child  entitled  to  benefits  on  her  husband's  social 
security  account. 

The  certificate  of  election  may  he  retroactive  for  as  many  as  12 
months  before  the  month  in  which  it  is  filed.  Months  in  which  the  child 
was  in  the  woman's  care  are  not  counted  in  figuring  the  12  months'  retro- 
activity. 
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Once  actuarially  reduced  wife's  insurance  benefits  have  been  re- 
ceived by  the  woman,  a  reduced  wife's  benefit  rate  will  continue  to  be  pay- 
able to  her,  even  after  she  reaches  age  65,  for  months  in  which  she  does  not 
have  an  entitled  child  in  her  care. 

652.  MAXIMUM  MONTHLY  FAMILY  BENEFITS  PAYABLE  on  one 

social  security  account  for  any  one  month  after  1958  ranges  from  $53 
(where  the  PIA  is  $33)  to  $254  (where  the  PIA  is  $109  or  more).  The 
maximum  family  benefit  amount  varies  with  and  is  based  upon  the  insured 
person's  PIA.  The  chart  in  §  629  shows,  in  column  V,  the  maximum 
monthly  family  benefit  payable  on  each  PIA  listed  in  column  IV. 

653.  Reduction  of  individual  benefit  rates  because  of  the  "family 
maximum"  is  required  whenever  the  total  of  the  individual  monthly  bene- 
fits payable  to  all  the  beneficiaries  entitled  on  one  social  security  account 
exceeds  the  maximum  family  benefit  that  is  payable  on  that  account.  AU 
the  benefit  rates,  except  the  old-age  or  disability  insurance  benefit,  must  be 
reduced  to  bring  the  total  monthly  benefits  payable  within  the  maximum 
family  benefit  amount. 

This  means  that  even  though  a  beneficiary's  benefit  rate  is  originally  set 
by  law  as  a  percentage  of  the  insured  person's  PIA  (for  example,  a  wife's 
benefit  rate  is  one-half  the  PIA;  a  widow's,  widower's,  or  parent's  benefit 
rate  is  three-fourths  of  the  PIA,  etc.),  the  actual  benefit  paid  to  the  bene- 
ficiary may  be  less  when  the  total  monthly  benefits  payable  for  any  one 
month  on  one  account  exceed  the  family  maximum  benefit  prescribed  by 
law.  The  statutory  maximum  may  be  exceeded  only  by  the  amount  added 
to  "round"  the  reduced  benefits  to  the  next  higher  10  cents. 
Reduction  for  the  monthly  family  maximum: 

A.  Is  always  required  when  more  than  4  persons  are  entitled  to  monthly 
benefits  on  one  account  for  the  same  month. 

B.  Is  never  required  when  less  than  3  persons  are  entitled  to  benefits 
simultaneously  on  one  social  security  account. 

C.  May  be  required  when  3  or  4  persons  are  entitled  to  benefits  at  one 
time,  depending  upon  the  insured  person's  PIA. 

654.  Reduction  for  the  maximum  family  benefit  is  made  by  propor- 
tionately reducing  all  the  monthly  benefits  payable  on  the  social  security 
account  except  the  old-age  or  disability  insurance  benefit  to  bring  the  total 
monthly  benefits  payable  within  the  limit  applicable  in  the  particular  case. 

The  individual  reduced  benefit  rates  are  figured  as  follows: 

A.  //  the  insured  person  is  alive,  his  PIA  is  subtracted  from  the  ap- 
plicable maximum  family  benefit  amount.  The  remainder  is  divided 
equally  eunong  the  other  persons  entitled  to  benefits  on  his  social 
security  accoimt. 

B.  If  the  insured  per  son  is  dead  and 

1.  Only  children  are  entitled  to  monthly  benefits,  the  applicable 
maximum  monthly  family  benefit  is  divided  equally  among  all  the 
children  who  are  entitled  to  benefits  on  the  social  security  account. 


2.  Children  and  a  widow,  widower,  former  wife  divorced,  or 
parent  of  the  deceased  are  entitled  to  benefits  on  the  deceased's 
social  security  account,  each  beneficiary  is  paid  a  proportionate 
share  of  the  applicable  maximum  monthly  family  benefit  based  on 
that  beneficiary's  original  benefit  rate. 

Where  (1)  the  worker  is  entitled  to  benefits,  (2)  reduction  for  the  family 
maximum  is  required,  and  (3)  a  benefit  payable  to  someone  other  than  the 
worker  must  be  withheld,  the  reapportionment  for  the  maximum  is  made  as 
if  the  beneficiary  whose  benefit  must  be  withheld  were  not  entitled  to  benefits. 

The  following  example  illustrates  the  initial  adjustment  of  benefit  rates 
for  the  family  maximum,  the  readjustment  of  rates  when  benefits  are  not 
payable  to  one  beneficiary,  and  the  readjustment  of  rates  when  benefits  are 
not  payable  to  2  beneficiaries. 

Example:  The  PI  A  is  $102  and  maximum  family  benefits  are  $228.80. 


Original 
benefit 

Adjusted 

for  the 

maximum 

Adjustment 

when  benefits 

not  payable 

to  one  child 

Adjustment 

when  benefits 

not  payable 

to  two 

children 

Insured  person 

$102.  00 
51.00 
51.00 
51.00 
51.00 

$102.  00 
31.70 
31.70 
31.70 
31.70 

$102.  00 

42.30 

42.30 

42.30 

0.00 

$102.00 

Wife       _     _   -     - 

51.00 

First  child  _      ______ 

51.00 

Second  child 

0.00 

Third  child. 

0.00 

Total  payable 

$306.  00 

$228.  80 

$228.  90 

$204.  00 

Note  that  the  total  benefits  payable  to  the  family  group  are  not  neces- 
sarily reduced  when  monthly  benefits  are  not  payable  to  one  member  of 
the  family  group.  (In  fact,  in  the  example,  the  total  benefits  paid  to  the 
family  group  increased  by  10  cents  when  monthly  benefits  were  not  pay- 
able to  one  beneficiary  due  to  the  "rounding"  of  the  benefit  rates  to 
multiples  of  10  cents.) 

655.  A  PERSON  MAY  BE  ENTITLED  TO  MORE  THAN  ONE  SO- 
CIAL  SECURITY  BENEFIT  AT  THE  SAME  TIME.  For  example,  a 
woman  can  be  entitled  to  parent's  benefits  on  her  deceased  child's  social 
security  account  and  wife's  insurance  benefits  on  her  husband's  social  secu- 
rity account.  However,  only  the  one  with  the  higher  benefit  rate  is  payable, 
except  when  one  of  the  benefits  is  an  old-age  or  disability  insurance  benefit 
(see  §  656)  or  when  both  are  children's  insurance  benefits  (see  §  657). 

The  benefit  with  the  lower  rate  (other  than  an  old-age  or  disability  in- 
surance benefit)  cannot  be  paid  even  though  the  one  with  the  higher  rate 
is  not  payable  for  one  or  more  months;  however,  if  the  benefit  with  the 
higher  rate  is  terminated,  the  benefit  with  the  lower  rate  will  be  automati- 
cally reinstated  if  the  person  is  still  entitled  to  that  benefit.   s^ujxUl^ 
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Example:  Alice  is  entitled  to  a  wife's  insurance  benefit  of  $50  and 
a  parent's  benefit  of  $40.  Her  wife's  benefit  is  suspended  for  several 
months  because  of  her  husband's  work.  Alice  cannot  be  paid  a  parent's 
benefit  for  these  months.  However,  if  she  and  her  husband  get  divorced, 
her  entitlement  to  wife's  benefits  is  terminated.  H  she  is  still  entitled  to 
parent's  benefits,  these  will  be  paid  her  effective  with  the  month  her  wife's 
benefits  terminate. 

656.  If  a  person  is  entitled  to  old-age  or  disability  insurance  bene- 
fits and  to  another  higher  benefit,  he  will  receive  the  old-age  or  disability- 
insurance  benefit  plus  the  difference  between  this  benefit  and  the  higher  one. 
Payment,  however,  may  be  made  in  a  single  monthly  check.  H  one  benefit 
is  not  payable  for  one  or  more  months,  the  other  may  be  payable. 

Example:  Mary  is  entitled  to  old-age  insurance  benefits  of  $33  and 
to  wife's  insurance  benefits  of  $52.  The  total  benefit  payable  to  her  is 
$52,  made  up  of  an  old-age  insurance  benefit  of  $33  and  a  wife's  insurance 
benefit  of  $19.  If  the  wife's  insurance  benefit  is  not  payable  for  some 
months  because  of  her  husband's  work  activity,  she  will  receive  her  own 
old-age  insurance  benefit  of 


657.  If  a  child  is  entitled  to  child's  benefits  on  more  than  one  social 
security  account,  he  will  be  paid  child's  insurance  benefits  only  on  the 
account  with  the  higher  PIA. 

If  the  PIA's  are  equal,  the  child  is  paid  benefits  on  the  account  giving 
him  the  higher  benefit  rate. 

658.  A  child  entitled  to  benefits  on  one  account  will  automatically 
be  entitled  on  a  second  social  security  account  if: 

A.  The  child  is  eligible  for  benefits  on  the  second  account ;  and 

B.  Any  child  eligible  for  benefits  on  both  accounts  applies  for  benefits  on 
the  second  account. 

This  rule  applies  even  though  the  child  claiming  benefits  on  the  second 
account  never  filed  for  benefits  on  the  first  social  security  account. 

659.  When  a  child  is  entitled  on  more  than  one  account,  the 
monthly  family  maximum  payable  on  the  account  with  the  higher  PIA 
is  the  total  of  the  family  maximum  benefits  payable  on  each  of  the  accounts 
involved,  but  not  exceeding  $254. 

The  family  maximum  payable  on  the  account  with  the  lower  PIA  is  based 
solely  on  that  PIA.  However,  the  amount  of  the  benefits  payable  to  the  per- 
sons entitled  only  on  this  social  security  account  are  figured  as  though  no 
others  were  entitled  on  that  account. 

Example:  Mr.  and  Mrs.  Jones  had  8  children  in  the  family  group,  5 
of  whom  were  their  natural  children.  The  other  3  were  Mr.  Jones'  step- 
children by  a  former  marriage.  Mr.  Jones  died  and  all  the  children  and 
the  widow  became  entitled  on  his  social  security  account.     Mrs.  Jones 
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died  shortly  thereafter  and  her  5  natural  children  became  entitled  on  her 
social  security  account  since  it  had  a  higher  PIA.  The  benefits  are 
determined  as  follows : 

Mr.     Jones:     PIA     $80;     maximum,  Mrs.  Jones:  PIA,  $100;  maximum,  $221.60 

$146.40.  combined  maximum,  $254.^ 

Original  Adjusted  Original    Adjusted 

Ann  Day         $46.70         Not  required.  Mary  Jones $55.00    $50.80 

Bob  Day  $46.70  Not  required.  Peter  Jones 55.00      50.80 

Sid  Day  $46.70  Not  required.  Charles  Jones 55.00      50.80 

Marvel  Jones 55. 00      50. 80 

Ruth  Jones 55.00      50.80 


$254.  00 


^  Since  the  5  children  are  also  entitled  on  their  father's  account,  the  maximums  are  combined  but  with 
a  maximum  limit  of  8254. 

660.  BENEFIT  RATES  MUST  BE  ROUNDED.  The  disability  insur- 
ance benefit  and  the  old-age  insurance  benefit  (except  for  the  actuarially  re- 
duced old-age  insurance  benefit)  are  rounded  to  the  nearest  dollar.  All 
other  benefit  rates  are  rounded  to  the  next  higher  multiple  of  10  cents,  if 
not  an  even  10  cents.  For  example,  a  child's  benefit  of  $43.72  is  rounded 
to  $43.80. 

Fractions  of  a  cent  less  than  half  a  cent  are  dropped,  while  fractions  of 
half  a  cent  or  more  are  raised  to  the  next  higher  penny.  However,  if  the 
maximum  family  benefit  is  involved,  fractions  of  less  than  half  a  cent  are 
raised  to  the  next  higher  penny. 
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Chapter  7 


WHO  ARE 
EMPLOYEES 


700.  Extent  of  social  security  coverage. 

701.  Corporate  officers  ordinarily  are  employees. 

702.  Certain  associations  classifiable  as  corporations. 

703.  The  common-law  test. 

704.  Factors  which  show  control. 

705.  Worker  must  comply  with  instructions. 

706.  Worker  is  trained  by  person  hiring. 

707.  Worker's  services  integrated  in  business. 

708.  Services  must  be  rendered  personally  by  worker. 

709.  Worker  does  not  have  right  to  hire  and  supervise  assistants. 

710.  Work  relationship  is  continuing. 

711.  Hours  of  work  preset. 

712.  Worker  must  devote  full  time  to  business. 

713.  Work  is  done  on  employer's  premises. 

714.  Worker  cannot  control  order  in  which  work  is  to  be  done. 

715.  Worker  must  submit  oral  or  written  reports. 

716.  Worker  is  paid  at  specified  intervals. 

717.  Worker's  business  and  traveling  expenses  are  paid  by  employer. 

718.  Worker  is  provided  with  tools,  materials,  etc. 

719.  Lack  of  investment  by  worker  in  facilities  for  performing  service. 

720.  Lack  of  opportunity  for  profit  or  loss. 

721.  Person  works  for  number  of  firms  or  persons  at  one  time. 

722.  Worker's  services  not  generally  available  to  others. 

723.  Employer  has  right  to  discharge  worker. 

724.  Worker  can  terminate  work  relationship  without  liability. 

725.  Certain  workers  are  employees  even  if  common-law  test  is  not  met. 

726.  Agent-drivers  and  commission  drivers. 

727.  Full-time  life  insurance  salesmen. 

728.  Full-time  traveling  city  salesmen. 

729.  Full-time  homeworkers. 

730.  Identity  of  employer. 

731.  Employment  relationships  of  farm  crew  workers. 

700.  THERE  ARE  DIFFERENCES  IN  THE  TREATMENT  OF  EM- 
PLOYEES  AND  SELF-EMPLOYED  PERSONS  under  the  social  security 
program  (such  as  tax  rates  for  each,  the  effect  of  the  retirement  test,  and  the 
computation  of  net  earnings  from  self -employment  and  wages)  which  make 
it  important  to  decide  whether  a  person  is  an  employee  or  a  self-employed 
person. 

The  Social  Security  Act  defines  3  classes  of  workers  as  employees : 

A.  Officers  of  corporations  (see§§  701-702) ; 

B.  Those  who  are  employees  under  the  common-law  test  (see  §§  703-724) ; 

C.  Those  in  4  specific  occupations  who  are  not  employees  under  (A)  or 

(B)  (see  §§725-729). 


701.  A  corporation  officer  ordinarily  is  an  employee  of  the  corpora- 
tion. 

A  director  of  a  corporation  is  not  an  employee  with  regard  to  any 
service  which  he  performs  as  a  director.  He  is  self-employed  with  respect 
to  these  services.  But  any  nondirectorial  services  which  he  may  perform 
under  the  control  of  the  board  of  directors  would  be  performed  as  an  em- 
ployee of  the  corporation. 

702.  The  term  "corporation"  includes  associations  of  several  persons 
in  a  joint  business  undertaking  without  a  corporate  charter  if  the  association 
meets  the  following  conditions : 

A.  There  is  centralized  management  and  control  vested  in  a  certain  num- 
ber of  the  associates  who  act  as  a  board  of  directors  for  the  association 
in  the  conduct  of  its  business ;  and 

B.  The  organization  is  not  ended  or  interrupted  by  the  death  of  one  of 
the  owners  or  by  a  change  in  share  ownership;  and 

C.  The  members  have  the  absolute  right  to  dispose  of  their  interests  in  the 
organization;  and 

D.  The  object  of  the  organization  is  to  continue  as  a  going  business. 

Where  an  association  is  classifiable  as  a  corporation  under  the  above  con- 
ditions, members  who  perform  duties  similar  to  those  of  officers  of  a  corpo- 
ration are  employees. 

Partners  generally  are  not  employees  either  of  the  partnership  or 
of  the  other  partners  with  regard  to  partnership  business.  However,  if  a 
partnership  functions  as  an  association  classifiable  as  a  corporation  under 
the  above  conditions,  any  partner  who  performs  services  comparable  to  those 
of  corporate  officers  would  be  an  employee. 

703.  UNDER  THE  COMMON-LAW  TEST,  A  WORKER  IS  AN  EM- 
PLOYEE  IF  the  person  for  whom  he  works  has  the  right  to  direct  and  con- 
trol him  in  the  way  he  works  both  as  to  the  final  results  and  as  to  the  details 
of  when,  where,  and  how  the  work  is  to  be  done.  The  employer  need  not 
actually  exercise  control;  it  is  sufficient  that  he  has  the  right  to  do  so. 

704.  The  factors  or  elements  that  show  control  over  details  of  work 
are  discussed  in  §§  705-724.  These  factors  are  to  be  weighed  against  or 
compared  to  those  which  point  to  an  independent  contractor  status.  Any 
single  fact  or  small  group  of  facts  is  not  conclusive  evidence  of  the  presence 
or  absence  of  control.  All  facts  must  be  weighed  and  the  conclusion  must 
be  based  on  a  careful  evaluation  of  all  the  facts  and  the  presence  or  absence 
of  factors  which  point  to  an  employer-employee  relationship  as  well  as 
those  which  point  to  an  independent  contractor  status. 

The  weight  to  be  given  to  the  factors  discussed  in  the  following  sections  is 
not  always  constant.  Their  degree  of  importance  may  vary  somewhat  de- 
pending on  the  occupation  being  considered  and  the  reasons  for  their  exist- 
ence.    Some  of  them  do  not  apply  to  particular  occupations. 
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705.  A  person  who  is  required  to  comply  with  instructions  about 
when,  where,  and  how  he  is  to  work  is  ordinarily  an  employee.  Some  em- 
ployees may  work  without  receiving  instructions  because  they  are  highly 
proficient  in  their  line  of  work  and  can  be  trusted  to  work  to  the  best  of  their 
abilities ;  however,  the  control  factor  is  present  if  the  employer  has  the  right 
to  instruct.  The  instructions  may  be  oral  or  may  be  in  the  form  of  manuals 
or  written  procedures  which  show  how  the  desired  result  is  to  be 
accomplished. 

706.  Training  of  a  person  by  an  experienced  employee  working  with  him, 
by  correspondence,  by  required  attendance  at  meetings,  and  by  other  methods 
is  a  factor  of  control  because  it  is  an  indication  that  the  employer  wants  the 
services  performed  in  a  particular  method  or  manner.  This  is  especially  true 
if  the  training  is  given  periodically  or  at  frequent  intervals.  An  independent 
contractor  ordinarily  uses  his  own  methods  and  receives  no  training  from  the 
purchaser  of  his  services. 

707.  Integration  of  the  person's  services  in  the  business  operations  gen- 
erally shows  that  he  is  subject  to  direction  and  control.  In  determining 
whether  integration  exists,  it  is  necessary  to  determine  the  scope  and  function 
of  the  business  and  then  to  determine  whether  the  services  of  the  individual 
are  merged  into  it.  When  the  success  or  continuation  of  a  business  depends 
to  an  appreciable  degree  upon  the  performance  of  certain  kinds  of  services, 
the  people  who  perform  those  services  must  necessarily  be  subject  to  a 
certain  amount  of  control  by  the  owner  of  the  business. 

708.  If  the  services  must  be  rendered  personally  it  indicates  that  the 
employer  is  interested  in  the  methods  as  well  as  the  results.  He  is  interested 
not  only  in  getting  a  desired  result  but  also  in  who  does  the  job. 

709.  Hiring  and  supervising  of  assistants  by  the  employees  of  the  em- 
ployer generally  shows  control  over  all  the  men  on  the  job.  Sometimes 
one  worker  may  hire,  supervise  and  pay  the  other  workmen.  He  may  do 
so  as  the  result  of  a  contract  in  which  he  agrees  to  provide  materials  and 
labor  and  under  which  he  is  responsible  only  for  the  attainment  of  a  result, 
in  which  case  he  is  an  independent  contractor.  On  the  other  hand,  if  he 
does  so  at  the  direction  of  the  employer,  he  may  be  acting  as  an  employee 
in  the  capacity  of  a  foreman  for  or  representative  of  the  employer. 

710.  The  existence  of  a  continuing  relationship  between  an  individual 
and  the  person  for  whom  he  performs  services  is  a  factor  tending  to  indi- 
cate the  existence  of  an  employer-employee  relationship.  Continuing  serv- 
ices may  include  work  performed  at  frequently  recurring  though  somewhat 
irregular  intervals  either  on  call  of  the  employer  or  whenever  the  work 
is  available.  If  the  arrangement  contemplates  continuing  or  recurring 
work,  the  relationship  is  considered  permanent,  even  if  the  services  are 
rendered  on  a  part-time  basis,  they  are  seasonal  in  nature,  or  the  person 
actually  works  only  a  short  time. 


711.  The  establishment  of  set  hours  of  work  by  the  employer  is  a 
factor  indicative  of  control.  This  condition  bars  the  worker  from  being 
master  of  his  own  time,  which  is  a  right  of  the  independent  contractor. 
Where  fixed  hours  are  not  practical  because  of  the  nature  of  the  occupation, 
a  requirement  that  the  worker  work  at  certain  times  is  an  element  of 
control. 

712.  If  the  worker  must  devote  his  full  time  to  the  business  of  the 

employer,  the  employer  has  control  over  the  amount  of  time  the  worker 
spends  working  and  impliedly  restricts  him  from  doing  other  gainful  work. 
An  independent  contractor,  on  the  other  hand,  is  free  to  work  when,  and 
for  whom,  he  chooses. 

Full  time  does  not  necessarily  mean  an  8-hour  day  or  a  5-  or  6-day  week. 
Its  meaning  may  vary  with  the  intent  of  the  parties,  the  nature  of  the 
occupation,  and  customs  in  the  locality.  These  conditions  should  be  con- 
sidered in  defining  "full  time." 

Full  time  services  may  be  required  even  though  not  specified  in  writing  or 
orally.  For  example,  a  person  may  be  required  to  produce  a  minimum 
volume  of  business  which  compels  him  to  devote  all  of  his  working  time  to 
that  business,  or  he  may  not  be  permitted  to  work  for  anyone  else  and  to 
earn  a  living  he  necessarily  must  work  full  time. 

713.  Doing  the  work  on  the  employer's  premises  is  not  control  in 
itself ;  however,  it  does  imply  that  the  employer  has  control  especially  where 
the  work  is  of  such  a  nature  that  it  could  be  done  elsewhere.  A  person 
working  in  the  employer's  place  of  business  is  physically  within  the  em- 
ployer's direction  and  supervision.  The  use  of  desk  space  and  of  telephone 
and  stenographic  services  provided  by  an  employer  places  the  worker 
within  the  employer's  direction  and  supervision  unless  the  worker  has  the 
option  as  to  whether  he  wants  to  use  these  facilities. 

The  fact  that  work  is  done  off  the  premises  does  indicate  some  freedom 
from  control.  However,  it  does  not  by  itself  mean  that  the  worker  is  not 
an  employee.  Control  over  the  place  of  work  is  indicated  when  the 
employer  has  the  right  to  compel  a  person  to  travel  a  designated  route,  to 
canvass  his  territory  within  a  certain  time,  or  to  work  at  specific  places 
as  required. 

714.  If  a  person  must  perform  services  in  the  order  or  sequence  set 

for  him  by  the  employer,  it  shows  that  the  worker  is  not  free  to  follow  his 
own  pattern  of  work,  but  must  follow  the  established  routines  and  schedules 
of  the  employer. 

715.  If  regular  oral  or  written  reports  must  be  submitted  to  the  em- 
ployer, it  indicates  control,  in  that  the  worker  is  compelled  to  account  for 
his  actions. 

716.  Payment  for  work  by  the  hour,  week,  or  month  is  usually  the 
manner  for  paying  employees;  whereas,  payment  on  a  commission  or  job 
basis  is  customary  where  the  worker  is  an  independent  contractor. 
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The  guarantee  of  a  minimum  salary  or  the  granting  of  a  drawing  account 
at  stated  intervals  with  no  requirement  for  repayment  of  the  excess  over 
earnings  tends  to  indicate  the  existence  of  an  employer-employee  relation- 
ship. Payment  by  the  job  includes  a  lump-sum  which  is  computed  by  the 
number  of  hours  required  to  do  the  job  at  a  fixed  rate  per  hour. 

717.  Payment  by  the  employer  of  the  worker's  business  and/or 
traveling  expenses  is  a  factor  indicating  control  over  the  worker.  Con- 
versely, a  lack  of  control  is  indicated  where  the  worker  is  paid  on  a  job  basis 
and  has  to  take  care  of  all  incidental  expenses. 

718.  The  furnishing  of  tools,  materials,  etc.,  by  the  employer  is  in- 
dicative of  control  over  the  worker.  Where  the  worker  furnishes  the  tools, 
materials,  etc.,  it  indicates  a  lack  of  control.  Consideration  must  be  given 
to  the  fact  that  in  some  occupational  fields  it  is  customary  for  employees  to 
use  ther  own  hand  tools. 

719.  A  significant  investment  by  a  person  in  facilities  used  by  him  in 
performing  services  for  another  tends  to  show  etn  independent  status.  On 
the  other  hand,  the  furnishing  of  all  necessary  facilities  by  the  employer  tends 
to  indicate  the  absence  of  an  independent  status  on  the  part  of  the  worker. 

Facilities  include,  generally,  equipment  or  premises  necessary  for  the 
work  but  not  tools,  instruments,  clothing,  etc.,  that  are  provided  by  em- 
ployees as  a  common  practice  in  their  particular  trade. 

720.  A  person  who  is  in  a  position  to  realize  a  profit  or  suffer  a  loss 

as  a  result  of  his  services  is  generally  an  independent  contractor,  while 
the  individual  who  is  an  employee  is  not  in  such  a  position.  Opportunity 
for  profit  or  loss  may  be  established  by  one  or  more  of  a  variety  of  cir- 
cumstances, e.g. : 

A.  The  individual  hires,  directs,  and  pays  assistants. 

B.  He  has  his  own  office,  equipment,  materials,  or  other  facilities  for 
doing  the  work. 

C.  He  has  continuing  and  recurring  liabilities  or  obligations  and  his 
success  or  failure  depends  on  the  relation  of  his  receipts  to  his 
expenditures. 

D.  He  agrees  to  perform  specific  jobs  for  prices  agreed  upon  in  advance 
and  pays  expenses  incurred  in  connection  with  the  work. 

721.  If  a  person  works  for  a  number  of  persons  or  firms  at  the  same 
time,  it  usually  indicates  an  independent  status  because  in  such  cases  the 
worker  is  usually  free  from  control  by  any  of  the  firms.  It  is  possible,  how- 
ever, that  a  person  may  work  for  a  number  of  people  or  firms  and  still  be 
an  employee  of  one  or  all  of  them. 

722.  The  fact  that  a  person  makes  his  services  available  to  the  gen- 
eral public  is  usually  indicative  of  an  independent  contractual  relationship. 
An  individual  may  hold  his  services  out  to  the  public  in  a  number  of  ways. 
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He  may  have  his  own  office  and  assistants,  he  may  hang  out  a  "shingle"  in 
front  of  his  home  or  office,  he  may  hold  business  licenses,  he  may  be  listed 
in  business  directories  or  maintain  business  listings  in  telephone  directories, 
or  he  may  advertise  in  newspapers,  trade  journals,  magazines,  etc. 

723.  The  right  to  discharge  is  an  important  factor  in  indicating  that  the 
person  possessing  the  right  is  an  employer.  He  exercises  control  through 
the  ever-present  threat  of  dismissal  which  causes  the  worker  to  obey  his 
instructions.  An  independent  contractor,  on  the  other  hand,  cannot  be 
fired  as  long  as  he  produces  a  result  which  measures  up  to  his  contract 
specifications. 

Sometimes  an  employer's  right  to  discharge  is  restricted  because  of  his 
contract  with  a  labor  union.  Such  a  restriction  does  not  detract  from  the 
existence  of  an  employment  relationship. 

724.  An  employee  has  the  right  to  end  his  relationship  with  his  em- 
ployer at  any  time  he  wishes  without  incurring  liability.  An  independent 
contractor  usually  agrees  to  complete  a  specific  job  and  he  is  responsible 
for  its  satisfactory  completion  or  is  legally  obligated  to  make  good  for 
failure  to  complete  the  job. 

725.  WORKERS  IN  THE  4  OCCUPATIONAL  GROUPS  set  out  in 

§§  726-729  are  employees  under  the  social  security  law  even  if  they  do  not 
meet  the  common-law  test  if : 

A.  The  contract  of  service  contemplates  that  the  worker  will  personally 
perform  substantially  all  of  the  work;  and 

B.  The  worker  has  no  substantial  investment  in  facilities  other  than  trans- 
portation facilities  used  in  performing  the  work ;  and 

C.  There  is  a  continuing  work  relationship  with  the  person  for  whom  the 
services  are  performed. 

The  contract  of  service  may  be  oral  or  written  but  the  worker  may 
not  have  authority  to  delegate  a  substantial  part  of  the  work  to  any  other 
person.  However,  a  salesman  could  hire  a  chauffeur  without  affecting  the 
personal  service  requirement  since  the  chauffeur's  services  would  be  merely 
incidental  to  the  selling  activity.  Similarly,  a  worker  could  hire  a  substitute 
or  an  assistant  occasionally  and  still  be  an  employee  under  this  test.  The 
important  thing  is  that  the  parties  intended  that  the  worker  perform  the 
essential  services  of  the  j  ob. 

Facilities  include  such  items  as  office  furniture  and  fixtures,  premises, 
tools,  and  machinery.  A  salesman  maintaining  an  office  in  his  own  home 
may  not  have  a  substantial  investment;  but  a  salesman  maintaining  an  office 
outside  his  home  frequently  does  have  a  substantial  investment  in  facilities. 

Facilities  do  not  include  education,  training,  experience,  teols,  instru- 
ments, or  clothing  commonly  or  frequently  provided  by  employees  or  a 
vehicle  used  for  the  worker's  own  transportation,  or  for  carrying  the  goods 
or  commodities  he  sells,  or  for  supplying  laundry  or  drycleaning  service. 
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A  continuing  work  relationship  exists  if  the  work  is  regular  or  fre- 
quently recurring.  Regular  part-time  work  and  regular  seasonal  work 
would  be  considered  work  of  a  continual  nature.  A  single- job  transaction, 
even  though  it  covers  a  considerable  period  of  time,  is  not  generally  con- 
sidered done  in  a  continuing  relationship. 

726.  Agent-drivers  and  commission  drivers  are  employees  if  the  re- 
quirements in  §  725  are  met  and  the  driver  distributes  the  following  items 
for  his  principal: 

A.  Meat  or  meat  products ;  or 

B.  Vegetables  or  vegetable  products ;  or 

C.  Fruit  or  fruit  products;  or 

D.  Bakery  products;  or 

E.  Beverages  (other  than  milk)  ;  or 

F.  Laundry  or  drycleaning  services. 

The  worker  may  sell  at  wholesale  or  retail.  He  may  operate  from 
his  own  truck  or  a  truck  belonging  to  the  company  for  which  he  works. 
He  may  serve  customers  designated  by  the  company  or  solicited  on  his 
own.  His  manner  of  compensation  is  immaterial.  He  may  distribute 
other  products  if  the  handling  of  the  additional  products  is  incidental 
to  the  handling  of  the  specified  items.  H  the  distribution  of  other  prod- 
ucts is  not  incidental  to  the  handling  of  the  specific  items  listed  above, 
the  worker  is  not  an  employee  under  this  test. 

The  worker  must  perform  the  services  for  the  person  engaging  him. 
If  the  worker  on  his  own  account  buys  merchandise  and  sells  it  or  furnishes 
services  to  the  public  as  part  of  his  own  independent  business,  he  is  not 
an  employee  under  this  test. 

727.  Full-time  life  insurance  salesmen  are  employees  if  they  work 
under  the  conditions  listed  in  §  725  and : 

A.  Solicit  life  insurance  or  annuity  contracts  as  their  entire  or  prin- 
cipal business  activity ;  and 

B.  Work  primarily  for  one  life  insurance  company. 

These  salesmen  are  usually  furnished  with  office  space,  stenographic  help, 
telephane  facilities,  forms,  rate  books,  and  advertising  materials  by  the 
company  or  its  general  agent.  They  may  be  employees  of  either  the  com- 
pany or  its  general  agent. 

Generally,  the  contract  of  employment  reflects  the  intention  of  the  sales- 
man and  the  company  in  regard  to  "full-time"  activity.  The  intention 
of  the  salesman  and  the  company  (as  shown  by  the  contract)  and  their 
mutual  performance  in  fact,  not  the  time  devoted  to  the  work,  governs 
in  determining  whether  or  not  the  individual  is  a  full-time  or  part-time 
salesman.  "An  entire  business  activity"  may  or  may  not  be  full  time;  an 
individual  may  work  regularly  only  a  few  hours  each  day  and  still  qualify 
as  a  full-time  life  insurance  salesman. 

A  principal  business  activity  is  one  which  takes  the  major  part  of  the 
salesman's  working  time  and  attention. 
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The  salesman's  efforts  must  be  devoted  to  the  solicitation  of  life  insurance 
or  annuity  contracts,  or  of  such  contracts  and  accident  and  health  contracts. 
Occasional  or  incidental  sales  of  other  types  of  insurance  for  the  employer  or 
the  occasional  placing  of  surplus-line  insurance  will  not  affect  this  require- 
ment. However,  the  salesman  who  is  required  to  devote  his  efforts  to  selling 
applications  for  insurance  contracts  other  than  life  insurance  and  annuity 
contracts  (for  example,  health  and  accident,  fire,  automobile,  etc.)  does  not 
meet  the  requirement. 

728.  Full-time  traveling  or  city  salesmen,  other  than  agent-drivers  or 
commission  drivers,  are  employees  if  they  work  under  the  conditions  listed 
in  §  725  and: 

A.  Have  as  their  entire  or  principal  activity  the  solicitation  of  orders 
for  merchandise  on  behalf  of  their  principal  and  transmit  the  orders 
to  their  principal;  and 

B.  Obtain  their  orders  from  wholesalers,  retailers,  contractors,  or  opera- 
tors of  hotels  or  restaurants  or  other  businesses  whose  primary  func- 
tion is  the  furnishing  of  food  and/ or  lodging;  and 

C.  Sell  merchandise  which  is  bought  for  resale  or  for  use  as  supplies 
in  their  customer's  business  operations. 

A  manufacturer's  representative  who  holds  himself  out  as  an  independent 
businessman  and  serves  the  public  through  his  connection  with  a  number  of 
firms  is  not  included  in  this  category.  The  multiple-line  salesman  is  also 
generally  not  an  employee  under  this  test  because  he  usually  solicits  orders 
for  more  than  one  principal.  However,  the  salesman  who  solicits  orders 
primarily  for  one  principal  can  be  an  employee  of  that  principal  even  though 
he  carries  on  incidental  sideline  activities  on  behalf  of  other  persons  or  firms. 

"Full-time"  relates  to  an  exclusive  or  principal  business  activity  for  a  single 
firm  or  person,  and  not  to  time  spent  on  the  job. 

729.  HOMEWORKERS  ARE  EMPLOYEES  if  they  meet  the  require- 
ments in  §  725  and  if  they: 

A.  Work  in  accordance  with  the  employer's  specifications;  and 

B.  Work  on  material  or  goods  furnished  by  the  employer;  and 

C.  Return  the  finished  product  to  the  employer  or  to  someone  whom  he 
designates.  It  is  immaterial  whether  the  employer  calls  for  the  work 
or  the  worker  delivers  it  to  him. 

This  group  includes  people  who  make  quilts,  buttons,  gloves,  bedspreads, 
clothing,  needlecraft  products,  etc.  The  work  is  done  away  from  the  em- 
ployer's place  of  business,  usually  in  the  worker's  own  home,  the  home  of 
another,  or  in  a  home  workshop.  Usually,  specifications  given  by  the  em- 
ployer are  simple  and  consist  of  follov/ing  patterns  or  samples  furnished  by 
him. 

The  pay  received  by  a  homeworker  in  this  category  from  any  one  employer 
is  not  counted  for  social  security  benefits  for  any  calendar  quarter  in  which 
that  employer  pays  him  cash  wages  of  less  than  $50.    However,  all  pay,  cash 
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and  noncash,  is  counted  in  applying  the  retirement  test  even  if  the  cash  pay 
test  is  not  met.  If  the  cash  pay  test  is  met,  then  all  pay,  cash  and  noncash, 
from  that  employer  is  counted  for  benefits  as  well  as  for  the  retirement  test. 
For  the  years  1951  through  1954,  the  work  must  also  have  been  subject  to 
the  licensing  requirements  of  the  State  in  which  the  work  was  performed. 

730.  IDENTITY  OF  EMPLOYER.— Even  though  it  may  be  clear  that  a 
certain  person  is  an  employee,  it  may  not  be  clear  just  who  his  employer  is. 
The  issue  must  be  resolved  in  case  of  doubt  by  a  careful  study  of  all  the 
facts. 

The  employer  is  the  person  or  entity  which  has  the  final  authority  to 
control  the  worker  in  performing  his  services,  or  which  reserves  the  right 
to  do  so — the  person  or  entity  which  has  the  sole  power  to  hire,  fire,  and 
supervise  the  worker.  In  determining  the  employer,  as  between  2  or  more 
possible  persons  or  entities,  the  common-law  test  (see  §§  703-724)  is  applied. 
It  is  not  necessary  that  the  employer  be  the  one  paying  the  worker's  wages. 

731.  FARM  CREW  WORKERS  are  employees  of  the  crew  leader  if 
the  crew  leader: 

A.  Arranges  with  the  farm  operator  to  furnish  workers; 

B.  Pays  the  workers  either  on  his  own  behalf  or  on  behalf  of  the  farm 
operator;  and 

C.  Is  not  designated  as  the  farm  operator's  employee  in  a  written  agree- 
ment between  himself  and  the  farm  operator. 

The  crew  leader  in  this  case  is  considered  self-employed  and  is  responsible 
for  the  payment  of  employment  taxes  and  for  reporting  the  workers  for 
social  security  purposes. 

If  an  agreement  has  been  entered  into  in  writing  that  the  crew  leader  is 
the  farm  operator's  employee,  all  of  his  crew  members  are  also  employees 
of  the  farm  operator.  If  the  crew  leader  does  not  pay  the  workers  or  has 
not  entered  into  a  written  agreement  as  above,  the  common-law  test  is  applied 
in  determining  the  identity  of  the  employer  of  the  workers  and  the  status 
of  the  crew  leader. 
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Chapter  8 


SPECIAL  COVERAGE 
PROVISIONS 


800.  Most  work  in  U.S.  is  covered  by  social  security. 

801.  AgricultuTEil  labor. 

802.  Cash-pay  and  work  test  after  1954. 

803.  Definition  of  a  f£irm. 

804.  Types  of  farm  work  covered  as  agricultural  labor. 

805.  What  are  agricultured  and  horticultural  commodities. 

806.  Cultivating,  raising,  and  harvesting. 

807.  What  raising  does  not  include. 

808.  What  harvesting  includes. 

809.  Types  of  operations  included  as  agricultural  labor, 

810.  Work  performed  in  crude  gum  production. 

811.  Work  performed  in  connection  with  cotton  ginning. 

812.  Work  in  connection  with  waterways,  ditches,  etc. 

813.  Processing  or  packaging  of  agricultural  commodities. 

814.  Domestic  service  or  nonbusiness  work  on  a  farm. 

815.  Foreign  agricultural  workers  employed  in  the  U.S. 

816.  Domestic  service  in  private  home  of  employer. 

817.  Domestic  service  defined. 

818.  Private  home  defined. 

819.  Special  provision  for  reporting  wages  paid  to  domestics. 

820.  Service  by  a  student  for  a  local  college  club,  etc. 

821.  Local  coUege  club  defined. 

822.  Service  by  a  student  for  a  school,  college,  or  university. 

823.  Service  of  student  nurses. 

824.  Service  as  an  intern  for  a  hospital. 

825.  Employment  not  in  the  course  of  the  employer's  trade  or  business. 

826.  Work  not  in  course  of  employer's  trade  or  business  defined. 

827.  Family  employment. 

828.  When  family  employment  exclusion  does  not  apply. 

829.  Delivering  or  distributing  newspapers. 

830.  Vendors  of  newspapers  and  magazines. 

831.  Work  for  nonprofit  religious,  charitable,  educational,  etc.,  institutions. 

832.  Work  performed  by  employees  who  sign  waiver  certificates. 

833.  Work  performed  by  employees  who  do  not  sign  waiver  certificates. 

834.  Effective  dates  for  supplemental  lists  of  concurring  employees. 

835.  Employees  who  are  members  of  State  retirement  system. 

836.  Employment  which  cannot  be  covered. 

837.  Coverage  where  waiver  certificate  not  filed  or  filled  late. 

838.  Effective  date  of  social  security  coverage. 

839.  Employment  for  nonprofit  organizations  other  than  religious,  charitable  or  educa- 
tional organizations. 

840.  Ministers  and  members  of  religious  orders. 

841.  Employment  not  in  exercise  of  the  ministry. 

842.  Definition  of  ordained,  commissioned  or  licensed  minister. 

843.  Definition  of  exercise  of  his  ministry. 

844.  Pay  of  minister  in  1955  and  1956  erroneously  reported  to  Internal  Revenue 
as  wages. 
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845.  Fishermen  and  crabbers. 

846.  Employment  for  a  foreign  government. 

847.  Employment  for  instrumentality  of  foreign  government. 

848.  Employment  for  international  organization. 

849.  Employment  for  communist  action  organization. 

850.  Employment  for  the  U.S.  Government. 

851.  Member  of  the  U.S.  uniformed  service, 

852.  Definition  of  member  of  a  uniformed  service. 

853.  Definition  of  active  duty. 

854.  Definition  of  active  duty  for  training. 

855.  Determination  of  amount  of  wages  and  period  of  military  service. 

856.  Wage  credits  based  on  military  service  before  1957. 

857.  Definition  of  military  or  naval  service  of  the  U.S. 

858.  EfEects  of  discharge  under  dishonorable  conditions. 

859.  Wage  credits  for  World  War  II  military  service  with  foreign  countries. 
86o!  Coast  and  Geodetic  Survey  and  Public  Health  Service  officers. 

861.  When  wage  credits  not  granted  for  military  service. 

862.  Fully  insured  status  of  certain  deceased  veterans. 

863.  Employment  outside  the  U.S. 

864.  Definition  of  American  employer. 

865.  Employment  for  foreign  subsidiaries  of  domestic  corporation. 

866.  Definition  of  foreign  subsidiary. 

867.  Agreement  to  cover  foreign  subsidiaries. 

868.  Employment  covered  by  the  Railroad  Retirement  Act. 

869.  The  included-excluded  rule. 

870.  When  the  included-excluded  rule  does  not  apply. 

800.  MOST  TYPES  OF  EMPLOYMEINT  IN  THE  U.S.  ARE  COV- 
ERED  BY  SOCIAL  SECURITY.  Some  work,  however,  is  specificaUy 
excluded  by  the  law,  and  other  types  of  work  are  covered  only  under 
certain  conditions.  This  chapter  explains  what  employment  is  not  covered 
by  social  security  and  what  conditions  must  be  met  before  certain  types 
of  employment  otherwise  excluded  can  be  covered. 

The   special  coverage  provisions   for  employment  for   State  and  local 
governments  are  explained  in  chapter  9. 

801.  MOST  TYPES  OF  AGRICULTURAL  LABOR  ARE  COVERED 

by  social  security  beginning  with  1951.  However,  only  cash  pay  (as  defined 
in  §  1203)  for  farm  work  can  be  counted  for  social  security  purposes  and 
only  under  the  following  conditions : 

A.  After  1956:  ,  -    ^ 

1.  The  cash  pay  paid  to  an  employee  in  a  calendar  year  for  agricul- 
tural labor  by  one  employer  amounts  to  $150  or  more;  or 

2.  The  employee  performs  agricultural  labor  for  one  employer  on  20 
or  more  days  during  the  calendar  year  for  cash  wages  figured  on 
a  time  basis,  such  as  by  the  hour,  day,  or  week. 

B.  For  the  years  1955  and  1956:  The  employer  paid  the  worker  in  the 
calendar  year  cash  pay  of  at  least  $100. 

C.  For  the  years  1951  through  1954:  The  employee  was  paid  cash 
pay  of  $50  or  more  in  the  calendar  quarter  by  an  employer  by  whom 
he  was  "regularly  employed." 
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802.  The  cash-pay  test  after  1954  is  based  on  when  the  wages  were  paid. 
Thus,  if  an  employee  was  paid  $150  in  1957  for  agricultural  labor,  the  entire 
$150  is  counted  as  wages  for  1957  even  though  part  or  all  of  the  work  may 
have  been  done  in  1956.  (Before  1955,  the  cash-pay  test  was  based  on 
when  the  wages  were  earned.) 

803.  A  farm  includes  stock,  dairy,  poultry,  fruit,  and  fur-bearing  animal 
farms;  truck  farms,  plantations,  ranches,  nurseries,  ranges,  and  orchards. 
The  term  also  includes  greenhouses  (except  those  used  primarily  for  display 
or  storage  purposes  or  for  making  wreaths  or  bouquets)  and  other  similar 
structures  which  are  used  primarily  for  the  raising  of  agricultural  or  horti- 
cultural commodities. 

804.  Work  performed  on  a  farm  in  the  employ  of  any  person  is  covered 
by  social  security  as  agricultural  labor  if  it  is  performed  in  connection 
with: 

A.  Cultivation  of  the  soil ;  or 

B.  Raising  or  harvesting  any  agricultural  or  horticultural  commodity 

(this  includes  the  raising,  shearing,  feeding,  caring  for,  training  and/ 
or  management  of  livestock,  bees,  poultry,  and  fur-bearing  animals 
and  wildlife) . 

805.  Agricultural  or  horticultural  commodities  include  food  crops 
such  as  nuts,  fruits,  mushrooms,  vegetables,  and  grain;  flowers,  cut  flowers, 
trees,  and  shrubbery;  animal  bedding;  grass,  vegetable,  and  cereal  seed; 
and  such  other  crops  as  flax,  cotton,  tobacco,  tung  nuts,  and  medicinal  herbs 
raised  for  sale  or  for  home  use. 

806.  Cultivating,  raising,  and  harvesting  may  be  either  the  actual  cul- 
tivation of  the  soil,  or  the  raising  or  harvesting  of  the  commodity;  or  an 
activity  in  connection  with  such  operations,  e.g.,  irrigating  growing  crops, 
cutting  of  top  soil,  spraying,  or  dusting. 

807.  The  term  "raising"  does  not  include  service  in  potting,  watering, 
healing,  or  otherwise  caring  for  trees,  shrubbery,  plants,  etc.,  which  are 
purchased  in  salable  condition  for  the  purpose  of  quick  resale;  however, 
when  these  commodities  are  kept  long  enough  for  them  to  grow  appreciably, 
the  work  in  caring  for  them  is  agricultural  labor. 

808.  The  term  "harvesting"  includes  work  customarily  performed  as 
part  of  harvesting,  such  as  baling  hay,  shredding  fodder,  shucking  and 
shelling  com,  baling  flax  straw,  hulling  ahnonds,  coarse  grinding  alfalfa, 
and  threshing  small  grains  before  storage.  Horticultural  commodities  such 
as  flowers,  trees,  shrubbery,  and  plants  are  hai-vested  when  they  are  taken 
up  for  sale  or  storage. 

809.  Work  performed  in  connection  with  the  operation,  manage- 
ment, conservation,  improvement,  or  maintenance  of  a  farm  and 
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its  tools  and  equipment,  or  salvaging  timber  or  clearing  land  of  brush  and 
other  debris  left  by  a  hurricane  is  agricultural  labor  if: 

A.  The  work  is  done  in  the  employ  of  the  owner,  tenant,  or  other  oper- 
ator of  such  farm ;  and 

B.  The  major  part  of  such  work  is  done  on  the  farm. 

Work  done  in  the  wholesaling  or  retailing  of  raw  or  immanufactured 
farm  products  (including  displaying,  actual  selling,  collecting,  and  deposit- 
ing of  sales  price  and  the  clerical  and  other  work  in  connection  with  the 
selling  of  the  products)  is  agricultural  labor  if  the  farm  operator  raised 
over  one-half  of  the  products  he  sells  and  the  major  part  of  the  work  is 
done  on  a  farm. 

810.  Work  performed  in  connection  with  the  production  and  har- 
vesting of  crude  gum  from  a  living  tree,  and  the  processing  of  the  crude 
gum  into  gum  spirits  of  turpentine  and  gum  rosin  by  the  original  producer 
of  the  crude  gum  is  agricultural  labor  and  is  covered  by  social  security 
beginning  with  1959. 

811.  Work  in  connection  with  cotton  ginning,  is  agricultural  labor 
and  is  covered  by  social  security  beginning  1/1/55. 

812.  Work  performed  in  connection  >dth  the  operation  or  mainte- 
nance of  waterways,  ditches,  canals,  and  reservoirs  is  agricultural 
labor  if  the  waterways,  ditches,  canals,  etc. : 

A.  Are  not  owned  or  operated  for  profit;  and 

B.  Are  used  exclusively  for  supplying  and  storing  water  for  farm  purposes. 

Work  in  connection  with  the  ordinary  upkeep,  repair,  and  re- 
placement  of  an  existing  water  system  is  agricultural  labor.  However, 
work  performed  in  connection  with  the  construction  of  a  new  system  or  the 
extension  of  an  existing  system  is  not  agricultural  labor, 

813.  Work  in  connection  with  the  processing  or  packaging  of  any 
agricultural  commodity  in  its  raw  or  unmanufactured  state  is  covered 
by  social  security  as  agricultural  labor  if : 

A.  The  work  is  performed  in  the  employ  of : 

1.  A  farm  operator  who  produced  more  than  one-half  of  the  agricul- 
tural commodity  being  processed  or  packaged  in  a  pay  period ;  or 

2.  An  unincorporated  group  of  farm  operators  if: 

a.  The  group  does  not  number  more  than  20  at  any  time  during  the 
calendar  quarter  in  which  the  work  is  performed ;  and 

b.  The  group  is  not  a  farmers  cooperative ;  and 

c.  The  group  produced  all  of  the  agricultural  commodity  being 
processed  or  packaged  in  a  pay  period ;  and 

B.  The  work  is  not  performed  after  the  delivery  of  the  commodity  to  a 
terminal  market  for  distribution  for  consumption ;  and 

105 


C.  The  work  is  performed  with  respect  to  the  commodity  in  its  unmanu- 
factured state ;  and 

D.  The  work  is  not  performed  in  connection  with  the  commercial  canning 
or  freezing  of  the  commodity. 

Work  in  the  handling,  canning,  drying,  packing,  freezing,  grad- 
ing, storing,  or  delivering  to  storage  or  to  market  or  to  a  carrier  for  trans- 
portation to  market  of  an  agricuUural  or  horticultural  commodity  is  agricul- 
tural labor  but  only  under  the  conditions  in  (A)  through  (D)  above. 

Processing  which  changes  the  commodity  from  its  raw  or  natural 
state  is  not  agricultural  labor  nor  is  any  work  done  on  a  commodity  after 
it  has  been  changed  from  its  raw  or  natural  state. 

814.  Domestic  service  or  nonbusiness  work  on  a  farm  operated 
for  profit  is  covered  by  social  security  as  agricultural  labor  if  the  work 
is  performed  for  the  farm  operator. 

Generally,  a  farm  is  operated  for  profit  if: 

A.  The  employer  operates  it  for  his  livelihood  or  to  supplement  his  income 
by  the  sale  of  commodities  grown  on  the  farm  or  from  the  sale  of 
natural  resources  thereon ;  or 

B.  A  substantial  amount  of  the  commodities  grown  on  the  employer's  farm 
are  sold. 

815.  Agricultural  work  performed  by  foreign  workers  lawfully  ad- 
mitted to  the  U.S.  on  a  temporary  basis  from  any  foreign  coimtry  to  do 
agricuhural  work  is  not  covered  by  social  security  after  1956.  Agricultural 
work  performed  in  1955  and  1956  by  foreign  workers,  except  workers  from 
the  British  West  Indies  and  Mexican  contract  workers,  was  covered  by 
social  security  if  they  met  the  agricuhural  labor  cash-pay  test  stated  in  §  801. 

Agricultural  work  performed  by  foreign  agricultural  workers  lawfully 
admitted  to  the  U.S.  on  a  temporary  basis  from  the  British  West  Indies  to 
do  agricultural  work  has  not  been  covered  since  1954.  Agricultural  work 
performed  after  7/11/51  by  workers  from  Mexico  hired  under  contract  is 
not  covered  by  social  security. 

816.  DOMESTIC  SERVICE  IN  THE  PRIVATE  HOME  OF  THE 
EMPLOYER  is  covered  by  social  security  beginning  with  1951.  Only  cash 
pay  (as  defined  in  §  1203)  for  this  work  is  counted  for  social  security  pur- 
poses and  only  if  the  appropriate  "cash  pay"  test  is  met. 

A.  After  1954,  the  cash  pay  test  is  met  if  the  cash  pay  paid  to  the  do- 
mestic in  the  calendar  quarter  by  the  employer  amounts  to  $50  or  more. 

B.  For  the  years  1951  through  1954,  the  cash  pay  test  is  met  if: 

1.  The  cash  pay  paid  to  the  domestic  in  the  calendar  quarter  by  the 
employer  amounted  to  $50  or  more;  and 

2.  The   employee   performed   some   domestic   service   for   the   same 
employer  on  each  of  at  least  24  days : 

a.  In  the  calendar  quarter  in  which  the  wages  were  paid ;  or 

b.  In  the  preceding  calendar  quarter. 

106 


Each  calendar  quarter  is  considered  separately  in  determining 
whether  the  cash  pay  can  be  counted  for  social  security. 

If  the  domestic  is  paid  cash  wages  by  more  than  one  employer  the 

"cash  pay"  test  applies  separately  to  the  wages  paid  by  each  employer. 
Cash  pay  from  different  employers  cannot  be  combined  for  the  cash-pay  test. 
Domestic  service  on  a  farm  operated  for  profit  is  considered  to  be 
"agricultural  labor"  and  either  the  agricultureJ  labor  cash  pay  or  work  test 
must  be  met  before  cash  wages  paid  for  this  employment  can  be  considered 
for  social  security  purposes. 

817.  ''Domestic  service"  means  work  ordinarily  performed  as  an  integral 
part  of  household  duties  that  contributes  to  the  maintenance  of  the  employ- 
er's residence  or  administers  to  the  personal  wants  and  comforts  of  the 
employer  and  other  members  of  the  household  and  guests.  In  general,  this 
includes  work  performed  by  cooks,  waiters,  butlers,  housekeepers,  house- 
men, watchmen,  governesses,  maids,  companions,  nursemaids,  valets,  baby 
sitters,  janitors,  laundresses,  furnacemen,  caretakers,  gardeners,  footmen, 
grooms,  seamstresses,  handymen,  and  chauffeurs  of  family  automobiles. 

818.  A  "private  home"  is  the  fixed  abode  of  one  or  more  persons.  Any 
shelter  used  as  a  dwelling  may  be  considered  as  a  private  home,  for  example, 
a  tent,  boat,  trailer,  or  a  room  or  a  suite  in  a  hospital,  hotel,  sanatorium,  or 
nursing  home,  A  cooperative  boarding  and  lodging  facility  may  be  a  pri 
vate  home;   however,  company-operated  facilities  are  not  private  homes 

In  an  apartment  house,  each  apartment  together  with  its  private  stair 
ways,  halls,  and  porches,  etc.,  is  a  private  home.  Parts  of  the  premises  de 
voted  to  common  use,  such  as  the  office,  furnace-room,  lawns,  public  stair 
ways,  halls,  and  porches  are  not  a  part  of  the  private  home.  If  a  house  is 
used  mainly  as  a  commercial  rooming  or  boarding  house,  only  that  part  of 
the  house  which  is  used  as  the  operator's  living  quarters  is  considered  to  be  a 
private  home. 

Domestic  workers  employed  by  landlords  or  rental  agencies  to  do 
work  in  or  about  property  being  rented  as  a  private  home  are  not  performing 
work  in  the  private  home  of  the  employer. 

819.  For  social  security  tax  reporting  purposes  only,  the  cash  wages 
paid  for  domestic  service  in  the  private  home  of  the  employer  may  be  rounded 
out  to  the  nearest  dollar.  This  makes  computation  of  the  tax  simpler.  For 
example,  if  the  domestic  is  paid  daily  and  the  cash  pay  is  $7.50,  the  payment 
may  be  considered  to  be  $8.00  for  reporting  purposes.  Similarly,  a  payment 
amounting  to  $7.49  may  be  reduced  to  $7.00.  Also  rounding  to  the  nearest 
dollar  is  permitted  if  the  domestic  is  paid  on  a  weekly,  semimonthly,  or  monthly 
basis.  If  the  "rounding  out"  method  of  reporting  is  adopted  for  any  pay 
period  in  a  calendar  quarter,  it  must  be  used  consistently  throughout  the 
calendar  quarter  for  all  domestic  employees. 
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820.  DOMESTIC  SERVICE  BY  A  STUDENT  FOR  A  LOCAL  COL- 

LEGE  CLUB,  fraternity,  or  sorority  is  excluded  from  social  security  cover- 
age if : 

A.  The  domestic  service  is  performed  in  or  about  the  club   rooms  or 
house;  and 

B.  The  student  is  enrolled  in  and  regularly  attending  classes  at  a  school, 
college,  or  university. 

821.  A  ''local  college  club"  is  one  in  which  the  membership  is  composed 
mainly  of  students  enrolled  in  the  college  or  of  persons  directly  connected 
with  the  college.  The  membership  of  a  local  chapter  of  a  college  fraternity 
or  sorority  must  be  composed  mostly  of  students  enrolled  in  the  college. 
However,  the  fact  that  a  local  college  club  or  local  chapter  of  a  college 
fraternity  or  sorority  has  some  alumni  or  faculty  members  is  immaterial.  An 
alumni  club  or  alumni  chapter  of  a  fraternity  or  sorority,  though,  is  not 
considered  to  be  a  "college  club  or  chapter." 

822.  Work  by  a  student  for  a  school,  college,  or  university  at  which 
he  is  enrolled  is  excluded  from  social  security  coverage  if  the  student  is 
regularly  attending  classes. 

823.  Work  by  a  student  nurse  for  a  hospital  or  nurses'  training  school 
is  excluded  from  social  security  coverage  if  the  student  is  enrolled  and  regu- 
larly attending  classes  in  a  nurses'  training  school  which  is  chartered  or 
approved  under  State  law. 

This  work  is  excluded  from  coverage  even  though  the  work  of  other  em- 
ployees of  the  hospital  or  nurses'  training  school  is  covered  by  social  security. 

824.  Service  as  an  intern  for  a  hospital  is  excluded  from  social  secu- 
rity coverage  if  the  intern  has  completed  a  4-year  course  in  a  medical  school 
which  is  chartered  or  approved  under  State  law. 

A  physiciatv's  services  for  a  hospital  as  a  resident  are  not  within  this 
exclusion  from  coverage. 

The  exclusion  of  an  intern's  services  applies  even  though  the  services  of 
other  hospital  employees  are  covered  by  social  security. 

825.  EMPLOYMENT  NOT  IN  THE  COURSE  OF  THE  EMPLOY- 
ER'S TRADE  OR  BUSINESS  is  covered  by  social  security  beginning  with 
1951.  Only  cash  pay  (as  defined  in  §  1203)  for  this  type  of  work  may  be 
counted  for  social  security  and  only  if  the  cash -pay  test  is  met. 

A.  The  '^'^ cash- pay"  test,  beginning  with  1955,  is  met  if  the  employee 
is  paid  at  least  $50  in  cash  in  the  calendar  quarter  for  nonbusiness  work. 

B.  The  '^'cash-pay"  test  for  1951  through  1954  was  met  if: 

1.  The  employee  was  paid  at  least  $50  in  cash  in  the  calendar  quarter 
by  the  employer  for  nonbusiness  work ;  and 

2.  The  employee  performed  some  of  this  type  of  work  for  this  em- 
ployer on  at  least  24  days  in  the  calendar  quarter  in  which  the 
wages  were  paid  or  in  the  preceding  quarter. 
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Each  calendar  quarter  in  a  year  is  considered  separately  in  deter- 
mining whether  the  cash  pay  can  be  counted  for  social  security  purposes. 
Therefore,  the  fact  that  the  cash-pay  test  is  met  in  one  calendar  quarter  does 
not  mean  that  cash  pay  of  less  than  $50  paid  in  another  calendar  quarter 
in  the  year  can  be  counted  for  social  security. 

Where  the  employee  performs  nonbusiness  work  for  more  than 
one  employer,  the  cash-pay  test  is  applied  individually  to  the  cash  pay 
from  each  employer.  The  cash  payments  for  a  calendar  quarter  from  various 
employers  cannot  be  combined  to  meet  the  cash-pay  test. 

Nonbusiness  work  on  a  farm  operated  for  profit  is  considered  to  be 
agricultural  labor  and  the  agricultural  labor  cash  pay  or  work  test  must  be 
met  before  the  cash  wages  can  be  counted  for  social  security. 

826.  Work  not  in  the  course  of  an  employer's  trade  or  business 
means  any  type  of  work  that  does  not  promote  or  advance  the  business  of 
the  employer.  For  example,  work  performed  in  connection  with  the  em- 
ployer's hobby  or  recreational  activities  or  work  as  an  employee  in  repairing 
the  employer's  private  home.  Employment  for  a  corporation  can  never  be 
considered  as  work  not  in  the  course  of  the  employer's  trade  or  business. 

827.  FAMILY  EMPLOYMENT  IS  NOT  COVERED  by  social  security. 
Family  employment  is  any  work  performed  by : 

A.  A  child  under  21  years  of  age,  in  the  employ  of  his  father  or  mother. 

B.  A  parent  in  the  employ  of  his  son  or  daughter. 

C.  A  man  in  the  employ  of  his  wife. 

D.  A  woman  in  the  employ  of  her  husband. 

Foster  and  steprelationships,  as  well  as  natural  and  adoptive  relation- 
ship are  included  in  the  terms  "child,"  "parent,"  "son,"  or  "daughter,"  etc. 
Steprelationships  are  considered  to  continue  after  the  death  of  the  natural 
parent. 

//,  in  a  community  property  State,  it  is  necessary  to  ascertain  whether 
the  husband  or  his  wife  is  the  owner  of  a  business  (and  so  the  "employer"  for 
purposes  of  this  exclusion  from  coverage) ,  the  laws  of  the  State  are  applied 
regardless  of  whether  either  the  husband  or  wife,  or  both,  work  in  the  busi- 
ness unless  they  have  formed  a  partnership.  If  they  have  joined  in  a  part- 
nership, they  are  both  considered  to  be  the  owners  and  the  rule  in  the  follow- 
ing section  applies. 

828.  The  family  employment  exclusion  does  not  apply  to  work  per- 
formed for: 

A.  A  corporation  or  an  association  classifiable  as  a  corporation,  even 
though  the  relationship  set  out  in  §  827  (A),  (B),  (C),  or  (D)  exists 
between  the  employee  and  the  person  or  persons  controlling  the 
corporation;  or 

B.  A  partnership,  unless  the  relationship  in  §  827  (A),  (B),  (C),  or  (D) 
exists  between  the  employee  and  each  of  the  partners. 
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829.  DELIVERING  OR  DISTRIBUTING  NEWSPAPERS  OR  SHOP- 
PING NEWS  is  excluded  from  social  security  coverage  if  : 

A.  The  work  is  done  by  an  employee;  and 

B.  The  employee  is  under  age  18;  and 

C.  The  material  is  delivered  or  distributed  to  the  ultimate  consumer  and 
not  to  a  point  from  which  later  distribution  or  delivery  is  to  be  made. 

''^Newspapers  or  shopping  news"  also  includes  shopping  guides, 
handbills,  and  other  types  of  advertising  material. 

''^Delivery  or  distribution"  means  retail  sale,  house  to  house  delivery, 
or  the  passing  out  of  handbills  on  the  street. 

This  coverage  exclusion  does  not  apply  to  the  delivery  or  distribution 
of  magazines. 

830.  The  selling  of  newspapers  or  magazines  by  an  employee  is 
excluded  from  social  security  coverage  if : 

A.  The  employee  is  under  age  18 ;  and 

B.  The  magazines  or  newspapers  are  sold: 

1.  To  the  ultimate  consumer ;  and 

2.  At  an  arranged  fixed  price;   and 

C.  The  employee's  pay  is  the  difference  between  the  fixed  selling  price  and 
the  amount  at  which  they  are  charged  to  him  whether  or  not: 

1.  He  is  guaranteed  a  minimum  wage  for  his  services;  or 

2.  He    is   entitled   to   be   credited   with   any   unsold   newspapers   or 
magazines  he  turns  back. 

//  the  employee  is  age  18  or  over,  his  work  is  covered  by  social  security 
as  "self-employment"  under  a  special  provision  of  the  law. 

//  a  person  under  age  18  performs  his  work  in  an  independent  capacity 
and  not  as  an  employee,  his  work  may  be  covered  by  social  security  as  self- 
employment. 

831.  WORK  PERFORMED  FOR  A  NONPROFIT  RELIGIOUS, 
CHARITABLE,    EDUCATIONAL,    OR    OTHER    ORGANIZATION 

exempt  from  income  tax  under  §  501(a)  of  the  Internal  Revenue  Code  of 
1954  as  an  organization  of  the  type  described  in  §  501(c)  (3)  of  the  Code  is 
not  covered  by  social  security  unless  the  organization : 

A.  Files  a  waiver  certificate  (Form  SS-15)  with  the  District  Director  of 
Internal  Revenue ;  and 

B.  Certifies  that  at  least  two-thirds  of  its  employees  concurred  in  the 
filing  of  the  certificate ;  and 

C.  Submits  with  the  certificate  a  list  (Form  SS-15a)  showing  the  signa- 
ture, address,  and  social  security  account  number  (if  any)  of  each 
employee  who  concurred  in  the  filing  of  the  certificate. 

832.  Work  performed  by  employees  whose  signatures  are  on  the 
waiver  certificate  (Form  SS-15a)   is  covered  by  social  security  provided 
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that  the  employee  is  paid  $50  or  more  in  wages  in  a  calendar  quarter.  If 
he  is  not  paid  at  least  $50  in  a  particular  calendar  quarter  by  the  nonprofit 
organization  his  work  for  the  organization  in  that  calendar  quarter  is  not 
covered  by  social  security. 

The  same  rule  applies  to  the  work  performed  by: 

A.  Employees  whose  signatures  are  on  a  supplemental  list;  and 

B.  All  employees  hired  or  rehired  after  the  calendar  quarter  in  which 
the  waiver  certificate  is  filed. 

833.  Work  performed  by  an  employee  whose  signature  is  not  on 
the  original  or  on  any  supplemental  waiver  certificate  and  who  was 

hired  either  before  or  during  the  calendar  quarter  in  which  the  certificate 
is  filed  is  not  covered  by  social  security  unless  his  work  is  terminated  and 
he  is  rehired  after  the  calendar  quarter  in  which  the  certificate  is  filed. 

834.  Supplemental  lists  of  concurring  employees  may  be  filed  by 
the  organization  within  24  months  after  the  calendar  quarter  in  which 
the  original  certificate  is  filed.  A  supplemental  list  will  secure  social  security 
coverage  for  all  who  sign  it  effective  with: 

A.  The  day  the  original  certificate  was  effective  if  the  supplemental  cer- 
tificate is  filed  before  the  end  of  the  first  month  following  the  calendar 
quarter  in  which  the  original  certificate  v/as  filed;  or 

B.  The  first  day  of  the  calendar  quarter  in  which  the  supplemental  list  is 
filed  if  it  is  filed  later  than  one  month  after  the  calendar  quarter  in 
which  the  original  certificate  was  filed. 

835.  Employees  of  nonprofit  religious,  charitable,  etc.,  organiza- 
tions who  are  in  positions  covered  by  a  pension,  annuity,  retirement, 
or  similar  fund  or  system  established  by  a  State  or  a  political  subdi- 
vision of  a  State  and  are  members  of  the  fund  or  system  or  are  eligible 
to  become  members  of  it  are  grouped  separately  for  the  purpose  of  obtain- 
ing coverage  by  filing  a  waiver  certificate.  All  other  employees  of  the  non- 
profit organization  are  treated  as  a  separate  group  for  the  purpose  of  obtain- 
ing coverage  by  filing  a  waiver  certificate.  The  organization  may  file  a 
waiver  certificate  for  either  one  or  both  of  the  groups.  If  it  wants  coverage 
for  both  groups,  it  must  file  a  separate  waiver  certificate  for  each  group. 
Only  the  employees  who  fall  within  a  particular  group  are  counted  in  deter- 
mining if  at  least  two-thirds  of  the  employees  in  that  group  concur  in  the 
filing  of  the  waiver  certificate. 

836.  The  work  of  certain  employees  of  the  nonprofit  organization 
cannot  be  covered  under  social  security  by  the  filing  of  a  waiver  certificate. 
The  work  which  cannot  be  covered  is  that  which  is  specifically  excluded 
from  covereige  as  employment  by  the  social  security  law.  For  example,  the 
work  of  an  ordained,  commissioned,  or  licensed  minister  in  the  exercise  of 
his  ministry;  service  performed  by  a  student  for  a  university  in  which  he  is 
regularly  enrolled  and  attending  classes;  etc. 
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837.  Where  a  valid  waiver  certificate  was  not  filed  or  was  filed  too 
late  to  cover  all  work  after  1950,  an  employee  of  a  nonprofit  charitable, 
religious,  or  educational  organization  may,  nevertheless,  receive  social 
security  credit  for  earnings  during  1951  through  1956  if: 

A.  The  employee  files  a  request  with  the  District  Director  of  Internal 
Revenue  that  his  pay  be  considered  taxable  wages  for  social  security 
purposes;  and 

B.  The  employee  was  an  employee  of  the  organization  after  1950  and 
before  8/1/56;  and 

C.  The  organization  was  exempt  from  income  tax  as  a  type  of  organi- 
zation described  in  §  501(c)  (3)  of  the  Internal  Revenue  Code  of 
1954 ;  and 

D.  The  organization  failed  to  file  a  valid  certificate  on  Form  SS-15  before 
8/1/56,  or  had  filed  a  valid  certificate  before  8/1/56,  but  too  late  to 
cover  all  the  employee's  work  after  1950;  and 

E.  The  employee's  work  for  the  organization  after  1950  and  before  1957 
would  have  been  taxable  for  social  security  if  the  organization  had 
filed  a  valid  certificate  effective  for  the  periods  involved  and  the  em- 
ployee's signature  had  appeared  on  the  organization's  list  of  concur- 
ring employees ;  and 

F.  Social  security  taxes  were  paid  on  some  part  of  the  pay  received  by 
the  employee  for  work  performed  before  8/1/56,  or  before  the  effec- 
tive date  of  the  organization's  certificate,  whichever  is  earlier;  and 

G.  A  part  of  the  taxes  was  paid  before  8/1/56,  or  before  the  effective 
date  of  the  organization's  certificate,  whichever  is  earlier;  and 

H.  The  social  security  taxes  paid  before  8/1/56,  or  before  the  effective 
date  of  the  organization's  certificate,  whichever  is  earlier,  were  paid 
in  good  faith  and  upon  the  assumption  that  it  had  filed  a  valid  cer- 
tificate or  without  knowledge  that  a  waiver  certificate  was  necessary; 
and 

I.  No  refund  or  credit  of  such  taxes  has  been  obtained  either  by  the 
employer  or  employee. 

An  organization  may  report  and  pay  social  security  taxes  on  any  part  of 
the  previously  unreported  earnings  of  an  employee  eligible  to  have  his 
earnmgs  counted  under  the  above  rule.  In  such  case,  earnings  for  which 
social  security  taxes  were  paid  on  or  before  the  date  on  which  the  employee's 
request  was  filed  with  Internal  Revenue  Service  will  be  counted. 

838.   Social  security  coverage  begins  with  any  one  of  the  following 
pomts,  as  specified  by  the  organization: 

A.  Certificate  Filed  After  1959,— The  organization  may  designate  the 
certificate  to  be  effective  beginning  with  any  one  of  the  following  dates: 

1.  The  first  day  of  the  calendar  quarter  in  which  the  certificate  is 
filed;  or 

2.  The  first  day  of  the  calendar  quarter  following  the  quarter  in  which 
the  certificate  is  filed;  or 
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3.  The  first  day  of  any  calendar  quarter  before  the  quarter  in  which 
the  certificate  is  filed,  but  not  earlier  than  the  first  day  of  the  fourth 
calendar  quarter  before  the  quarter  in  which  the  certificate  is  filed. 

B.  Certificate  Filed  After  8/28/58  and  Before  I960.— The  organi- 
zation may  designate  the  certificate  to  be  efi"ective  beginning  with  any 
one  of  the  following  dates : 

1.  The  first  day  of  the  calendar  quarter  in  which  the  certificate  is 
filed; 

2.  The  first  day  of  the  calendar  quarter  following  the  calendar  quar- 
ter in  which  the  certificate  is  filed ;  or 

3.  The  first  day  of  any  calendar  quarter  before  the  calendar  quarter 
in  which  the  certificate  is  filed,  but  not  before  1956. 

C.  Certificate  Filed  After  1955  and  Before  8/29/58.— The  organi- 
zation may  file  a  request  with  the  District  Director  of  Internal  Revenue 
at  any  time  before  1/1/60  to  have  its  certificate  made  effective 
beginning  with  the  first  day  of  any  calendar  quarter  preceding  the 
quarter  in  which  the  certificate  was  filed,  but  not  before  1956. 

The  certificate  is  retroactive  only  for  those  employees,  or  former 
employees,  who  signed  the  original  list  of  concurring  employees  or 
a  supplemental  list  filed  before  8/29/58  and  who  concur  in  the  request 
for  retroactive  coverage. 

839.  Nonprofit  organizations  other  than  religious,  charitable,  etc., 
organizations. — Work  for  a  nonprofit  organization  exempt  from  income 
tax  under  §  501(a)  or  §  521  of  the  Internal  Revenue  Code  of  1954,  except 
religious,  charitable,  scientific,  literary,  and  educational  organizations,  or- 
ganizations testing  for  public  safety,  and  community  chests  of  the  type 
described  in  §  501  (c)(3)  of  the  1954  Code  is  covered  unl^s: 

A.  The  pay  for  the  work  is  less  than  $50  for  a  calendar  quarter;  or 

B.  The  work  is  excluded  by  some  other  provision  of  the  Social  Security 
Act. 

840.  THE  EMPLOYMENT  OF  MINISTERS  AND  MEMBERS  OF 
RELIGIOUS  ORDERS  is  excluded  from  social  security  coverage  if: 

A.  The  service  is  performed  by : 

1.  An  ordained,  licensed,  or  commissioned  minister  of  a  church  in  the 
exercise  of  his  ministry ;  or 

2.  A  member  of  a  religious  order  in  the  exercise  of  duties  required 
by  the  order;  and 

B.  The  minister  or  member  of  a  religious  order  has  not  elected  to  have 
this  employment  covered  as  "self -employment."  (See  §  1028  for  an 
explanation  of  this  election  of  coverage.) 

841.  Employment  which  is  not  in  the  "exercise  of  the  ministry  or 
duties  required  by  a  religious  order"  is  covered  by  social  security,  or 
excluded  on  the  same  basis  as  the  employment  of  any  other  employee. 
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842.  A  minister  is  "ordained,  commissioned,  or  licensed"  if  he  has 

been  vested  with  ministerial  status  in  accordance  with  the  procedure  fol- 
lowed by  the  particular  church  denomination ;  however,  he  does  not  have  to 
be  connected  with  a  congregation.  Ministerial  authority  continues  until 
revoked  by  the  church. 

843.  The  term  "exercise  of  the  ministry"  includes: 

A.  The  conduct  of  religious  worship  and  the  ministration  of  sacerdotal 
functions. 

B.  Service  performed  in  the  control,  conduct,  and  maintenance  of: 

1.  A  religious  organization  under  the  authority  of  a  religious  body 
constituting  a  church  or  church  denomination;   or 

2.  An  organization  operated  as  an  integral  agency  of  such  a  religious 
organization  or  of  a  church  or  church  denomination. 

C.  Service  performed  for  any  organization  under  an  assignment  or  desig- 
nation by  a  church.  (This  does  not  include  cases  in  which  a  church 
merely  helps  a  minister  by  recommending  him  for  a  position  involv- 
ing nonministerial  services  for  an  organization  not  connected  with 
the  church.) 

D.  Missionary  service  or  administrative  work  in  the  employ  of  a  mis- 
sionary organization. 

Control,  conduct^  and  maintenance  of  an  organization  does  not 
include  services  such  as  operating  an  elevator,  or  being  a  janitor  but  refers 
to  services  performed  in  the  directing,  management,  or  promotion  of  the 
activities  of  the  organization. 

844.  Earnings  received  by  ministers  in  1955  and  1956  and  errone- 
ously reported  by  the  employer  to  the  District  Director  of  Internal  Reve- 
nue as  being  wages  for  employment  covered  by  social  security  may  be 
counted  for  social  security  purposes  if: 

A.  The  employer  is  a  church,  church  affiliated,  or  other  nonprofit  organi- 
zation (described  in  §  831)  ;  and 

B.  The  organization  had  filed  a  certificate  waiving  its  exclusion  from  social 
security;  and 

C.  The  minister's  services  would  have  been  covered  by  social  security  had 
they  not  been  excluded  as  being  in  the  exercise  of  his  ministry;  and 

D.  Social  security  taxes  were  paid: 

1.  On  the  wages  paid  to  him;  and 

2.  Before  8/31/57;  and 

3.  In  good  faith  upon  the  assumption  that  the  minister's  employment 
was  covered ;  and 

E.  No  refund  (or  credit)  of  the  social  security  taxes  was  obtained  by  the 
minister  or  the  employer  before  8/31/57. 

Only  the  earnings  on  which  the  social  security  taxes  were  paid 

may  be  counted  for  social  security. 

Any  wages  counted  for  social  security  under  the  above  provision 

cannot  also  be  considered  as  earnings  from  self-employment  by  the  minister 
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even  though  he  has  elected  to  be  covered  by  social  security  as  a  self-employed 
person.  Further,  monthly  social  security  benefits  are  payable  on  these  wages 
only  for  months  after  8/57,  and  the  lump-sum  can  be  based  on  them  only  if 
death  occurred  after  8/57. 

845.  EMPLOYMENT  OF  FISHERMEN  AND  CRABBERS  is  now 

covered  by  social  security;  however,  before  1955  this  employment  was 
excluded  from  coverage  unless : 

A.  Performed  in  connection  with  catching  or  taking  of  salmon  or  halibut 
for  commercial  purposes ;  or 

B.  Performed  on  or  in  connection  with  a  vessel  of  more  than  10  tons  net. 

846.  EMPLOYMENT  PERFORMED  FOR  A  FOREIGN  GOVERN- 
MENT is  excluded  from  social  security  coverage  even  though  performed  in 
the  U.S.  This  exclusion  applies  to  the  employment  of  all  employees  of 
the  foreign  government,  such  as  ambassadors,  ministers,  diplomatic  and 
consular  officials,  and  secretarial  help. 

847.  Employment  for  an  instrumentality  of  a  foreign  government 

is  excluded  if: 

A.  The  instrumentality  is  wholly  owned  by  the  foreign  government-  and 

B.  Employees  of  the  U.S.  Government  or  its  instrumentality  perform  the 
same  type  of  work  in  the  foreign  country  under  an  equivalent 
exemption. 

848.  Employment  for  an  international  organization  is  excluded 
from  social  security  coverage  even  though  performed  in  the  U.S.  if  the 
organization : 

A.  Is  a  public  international  organization  in  which  the  U.S.  participates 
under  a  treaty  or  by  congressional  authority;  and 

B.  There  is  in  effect  a  Presidential  order  designating  the  organization 
as  one  entitled  to  the  privileges  and  exemptions  of  the  International 
Organizations  Immunities  Act. 

849.  EMPLOYMENT  FOR  A  COMMUNIST  ACTION  ORGANIZA- 
TION is  excluded  from  social  security  coverage  beginning  with  the  first  day 
of  the  calendar  quarter  in  which : 

A.  An  order  of  the  Subversive  Activities  Control  Board,  requiring  the 
organization  to  register  under  the  Internal  Security  Act  of  1950,  as 
amended,  becomes  final ;  or 

B.  The  organization  registers  under  the  Internal  Security  Act  of  1950,  as 
amended. 

The  same   exclusion   applies  to   employment   for  communist-front  and 
communist-infiltrated  organizations. 


850.   Employment  by  a  civilian  for  the  U.S.  Government  or  its  instru- 
mentalities is  excluded  from  social  security  coverage  if: 

A.  The  employment  comes  under  a  retirement  system  established  by  a 
law  of  the  U.S. ;  or 

B.  The  service  is  performed  for  an  instrumentality  of  the  U.S.  which  was 
exempt  from  social  security  tax  on  12/31/50  and  the  service  is  covered 
by  a  retirement  system  established  by  the  instrumentality,  except  that 
this  exclusion  from  social  security  coverage  does  not  apply  to  service 
performed: 

1.  In  the  employ  of  a  corporation  which  is  wholly  owned  by  the  U.S. 

2.  In  the  employ  of  a  national  farm  loan  association,  a  production 
credit  association,  a  Federal  Reserve  Bank,  a  Federal  Home  Loan 
Bank,  or  a  Federal  Credit  Union  and,  beginning  1/1/60,  in  the 
employ  of  a  Federal  land  bank,  a  Federal  intermediate  credit  bank, 
a  bank  for  cooperatives. 

3.  In  the  employ  of  a  State,  county,  or  community  committee  under 
the  Production  and  Marketing  Administration. 

4.  By  a  civilian  employee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Exchange  Service, 
Army  and  Air  Force  Motion  Picture  Service,  Navy  Exchanges, 
Marine  Corps  Exchanges,  or  other  activities,  conducted  by  an  instru- 
mentality of  the  U.S.  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  Department  of  Defense  for  the  com- 
fort, pleasure,  contentment,  and  mental  and  physical  improvement 
of  personnel  of  such  Department. 

5.  By  a  civilian  employee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Coast  Guard  Exchanges  or  other  activities, 
conducted  by  an  instrumentality  of  the  U.S.  subject  to  the  jiurisdic- 
tion  of  the  Secretary  of  the  Treasury,  at  installations  of  the  Coast 
Guard  for  the  comfort,  pleasure,  contentment,  and  mental  and 
physical  improvement  of  personnel  of  the  Coast  Guard. 

C.  The  employment  is  performed: 

1.  By  the  President  of  the  U.S.,  or  the  Vice  President  of  the  U.S.;  or 

2.  By  a  Member  of  the  U.S.  Congress  or  a  delegate  to  Congress,  or 
by  a  resident  commissioner;  or 

3.  By  legislative  employees;  or 

4.  By  student  employees  of  Federal  hospitals  (i.e.,  student  nurses, 
dietitians,  or  physical  or  occupational  therapists;  residents  in  train- 
ing; and  medical  and  dental  interns)  ;  or 

5.  By  an  individual  to  whom  the  Civil  Service  Retirement  Act  does 
not  apply  because  he  is  subject  to  another  retirement  system  (other 
than  the  retirement  system  of  the  Tennessee  Valley  Authority)  ;  or 

6.  By  employees  serving  on  a  temporary  basis  in  case  of  fire,  storm, 
earthquake,  flood,  or  other  similar  emergency;  or 

7.  By  an  inmate  in  a  penal  institution  of  the  U.S. 

A  retirement  system  established  by  a  law  of  the  U.S,  includes:  The 

Civil  Service  Retirement  system;  and  the  retiremmt  systems  covering  civilian 
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teachers  at  the  U.S.  Naval  Academy,  the  Board  of  Governors  of  the  Federal 
Reserve  System,  the  Justices  of  the  Supreme  Court  and  certain  other  Federal 
courts,  Foreign  service  officers,  and  employees  of  the  examining  Division  of 
the  Office  of  the  Comptroller  of  the  Currency. 

The  head  of  the  Federal  agency  or  wholly  owned  U.S.  instru- 
mentality  (or  his  designated  agents)  determines  whetlier,  in  accordance 
with  the  social  security  law,  an  employee's  work  is  covered  by  social 
security  and  the  amount  of  wages  paid  to  him  for  the  period  of  work 
covered  by  social  security. 

851.  MEMBERS  OF  THE  UNIFORMED  SERVICES  OF  THE  U.S. 

are  covered  by  social  security  beginning  1/1/57,  if  their  services  are  per- 
formed while  on  active  duty  (this  includes  active  duty  for  training) .  This 
employment  is  not  covered  by  social  security  during  any  period  when  the 
individual  is  on  leave  without  pay  or  if  the  service  is  creditable  under  the 
Railroad  Retirement  Act  of  1937. 

Before  1957,  the  service  of  a  member  of  the  Armed  Forces  of  the  U.S. 
was  not  covered  by  social  security ;  however,  he  may  be  given  military  service 
"wage  credits"  for  social  security  purposes  based  on  this  service  (see 
§§856-862). 

852.  The  term  "member  of  a  uniformed  service"  means: 

A.  Any  one  appointed,  enlisted,  or  inducted  into  (or  a  retired  member  of)  : 

1.  One  of  the  armed  services  without  specified  component;  or 

2.  A  component  of  the  Army,  Navy,  Air  Force,  Marine  Corps,  or 
Coast  Guard,  including  any  of  the  following  Reserve  components; 
the  Army,  Navy,  Marine  Corps,  Air  Force,  or  Coast  Guard  Reserve; 
the  Reserve  Corps  of  the  Public  Health  Service;  the  U.S.  National 
Guard;  the  Air  National  Guard  of  the  U.S.  and,  under  limited  cir- 
cumstances, the  National  Guard  or  Air  National  Guard  of  the  States 
or  the  District  of  Columbia;  and 

B.  A  commissioned  officer  of  the  Coast  and  Geodetic  Survey  or  the  Regular 
or  Reserve  Corps  of  the  Public  Health  Service ;  and 

C.  Any  one  ser\dng  in  the  Army  or  Air  Force  under  call  or  conscription; 
and 

D.  A  member  of  the  Fleet  Reserve  or  Fleet  Marine  Corps  Reserve;  and 

E.  A  midshipman  at  the  U.S.  Naval  Academy,  and  a  cadet  at  the  U.S. 
Military,  Coast  Guard,  or  Air  Force  Academy;  and 

F.  A  member  of  the  Reserve  Officers'  Training  Corps  and  the  Naval  or 
Air  Force  Reserve  Officers'  Training  Corps,  when  ordered  to  annual 
training  duty  for  14  days  or  more,  and  while  performing  authorized 
travel  to  and  from  that  duty ;  and 

G.  Any  person  while  under  orders  and  at,  or  en  route  to  or  from,  a  place 
for  final  acceptance  in  or  for  entry  upon  active  military  or  naval  service 
and  who  had  been  ordered  or  directed  to  proceed  to  such  place, 
provided : 

1.  He  has  been  provisionally  accepted  for  duty;  or 


2.  He  has  been  selected  under  the  Universal  Military  Training  and 
Service  Act. 

The  term  does  not  include  a  temporary  member  of  the  Coast  Guard 
Reserve. 

853.  "Active  duty"  means  full-time  duty  (other  than  active  duty  for 
training)  by  a  member  of  the  uniformed  services  (as  defined  in  §  852)  in 
the  military  or  naval  service. 

854.  "Active  duty  for  training"  means : 

A.  Full-time  duty  performed  by  a  member  of  a  Reserve  component  of  a 
uniformed  service  in  the  active  military  or  naval  service  of  the  U.S. 
for  training  purposes; 

B.  Full-time  duty  as  a  commissioned  officer  of  the  Reserve  Corps  of  the 
Public  Health  Service  for  training  purposes; 

C.  Annual  training  duty  performed  for  a  period  of  14  days  or  more  as 
a  member  of  the  Reserve  Officers^  Training  Corps,  the  Naval  Reserve 
Officers'  Training  Corps,  or  the  Air  Force  Reserve  Officers'  Training 
Corps. 

The  term  also  includes  authorized  travel  to  and  from  any  duty  or  service 
described  above. 

855.  The  head  of  the  respective  service  department  determines 

whether  and  when  a  member  of  that  service  has  performed  services  creditable 
for  social  security  purposes,  the  amount  of  his  wages,  and  the  periods  for 
which  the  wages  were  paid. 

856.  Before  1957,  military  service  with  the  Armed  Forces  of  the 

U.S.  was  excluded  from  social  security  coverage.  However,  for  social  se- 
curity purposes,  wage  credits  of  $160  for  each  month  of  active  military  or 
naval  service  with  the  Armed  Forces  of  the  U.S.  during  the  World  War  H 
period  (9/16/40-7/24/47)  or  the  post- World  War  0  period  (7/25/47-12/ 
31/56)  may  be  granted  to  a  veteran  if: 

A.  He  was  discharged  or  released  from  active  service  under  conditions 
other  than  dishonorable  either : 

1.  After  active  service  of  90  days  or  more ;  or 

2.  After  less  than  90  days  service  by  reason  of  a  disability  or  injury 
incurred  or  aggravated  in  service  in  the  line  of  duty ;  or 

B.  He  is  still  in  active  service ;  or 

C.  He  died  while  in  the  active  military  or  naval  service  (unless  his  death 
was  inflicted  as  lawful  punishment  for  a  military  or  naval  offense  by 
other  than  an  enemy  of  the  U.S.) . 

The  $160  a  month  wage  credits  for  military  service  are  not  ac' 
tually  listed  on  the  veteran's  social  security  account.  When  benefits  are 
claimed  on  his  social  security  account,  the  wage  credits  are  then  considered. 
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857.  Military  or  naval  service  of  the  U.S.  .i:^eans : 

A.  Service  as  a  member  of  a  Regular  or  Reserve  component  of  the  U.S. 
Army,  Air  Force,  Navy,  Coast  Guard,  or  Marine  Corps;  or 

B.  Service  as  a  commissioned  officer  of  tlie  Public  Health  Service  or 
Coast  and  Geodetic  Survey;  or 

C.  Service  by  a  midshipman  at  the  U.S.  Naval  Academy  or  a  cadet  at  the 
U.S.  Military,  Air  Force,  or  Coast  Guard  Academies. 

Military  wage  credits  are  not  granted  for  service  with  certain  aux- 
iliary organizations  such  as:  The  Coast  Guard  Auxiliary;  the  temporary 
Coast  Guard  Reserve  (unless  service  was  full-time  duty  with  pay  and  al- 
lowances) ;  Civilian  Auxiliary  to  the  Military  Police;  and  the  Civil  Air 
Patrol.  A  former  member  of  the  Woman's  Army  Auxiliary  Corps  may  get 
military  wage  credits  for  her  service  in  that  auxiliary  but  only  if  she  had 
such  service  after  5/13/42,  and  before  9/30/43,  and  she  also  had  active  serv- 
ice in  the  armed  forces  after  9/29/43. 

858.  A  discharge  under  dishonorable  conditions  prohibits  the  grant- 
ing of  military  service  wage  credits  for  any  period  of  active  service  to 
which  the  discharge  applies.  The  following  types  of  separations  are  issued 
under  dishonorable  conditions : 

A.  A  dishonorable  discharge ; 

B.  A  bad  conduct  discharge  issued  pursuant  to  a  sentence  of  a  general 
court  martial; 

C.  A  discharge  for  desertion ; 

D.  In  the  case  of  an  officer,  a  resignation  accepted  "for  the  good  of  the 
service" ; 

E.  A  discharge  on  the  grounds  that  the  person  was  a  conscientious  ob- 
jector who  refused  to  do  military  duty,  to  wear  the  uniform,  or  other- 
wise to  comply  with  lawful  orders  of  competent  military  authority; 

F.  A  discharge  by  reason  of  conviction  by  a  civil  court  for  treason, 
sabotage,  espionage,  murder,  rape,  arson,  burglary,  robbery,  kid- 
napping, assault  with  intent  to  kill,  assault  with  a  dangerous  weapon, 
or  an  attempt  to  commit  any  of  these  crimes. 

A  veteran  may  have  more  than  one  discharge  involving  separate 
periods  of  active  service.  The  period  of  active  service  to  which  a  dis- 
charge under  dishonorable  conditions  applies  cannot  be  used  for  military 
service  wage  credit  purposes.  However,  wage  credits  may  be  granted  for 
any  other  period  of  active  service  from  which  he  was  released  under  condi- 
tions other  than  dishonorable. 

Where  an  enlisted  man  received  a  ^'conditional  discharge^'  to  ac- 
cept a  commission,  with  no  break  in  service,  his  service  is  considered  as 
performed  in  one  period. 

859.  Wage  credits  may  be  granted  for  World  War  11  military  serv- 
ice with  a  foreign  country  that  was  on  9/16/40  at  war  with  a  country 
with  which  the  U.S.  was  at  war  during  World  War  II  if  the  serviceman: 
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A.  Entered  the  active  military  or  naval  service  of  the  foreign  country 
before  12/9/41 ;  and 

B.  Was  a  citizen  of  the  U.S.  throughout  his  period  of  service  (or  if  he  lost 
his  citizenship  it  was  solely  because  of  his  entrance  into  this  naval 
or  military  service) ;  and 

C.  Had  resided  in  the  U.S.  for  at  least  4  years  out  of  the  5-year  period 
ending  with  the  day  he  entered  into  this  military  or  naval  service; 
and 

D.  Was  domiciled  in  the  U.S.  on  the  day  of  his  entrance  into  this  military 
or  naval  service ;  and 

E.  Met  one  of  the  following  conditions : 

1.  He  died  while  in  service;  or 

2.  He  was  discharged  or  released  from  this  military  or  naval  serv- 
ice under  conditions  other  than  dishonorable : 

a.  After  at  least  90  days  service ;  or 

b.  Because  of  a  disability  or  Injury  incurred  or  aggravated  in 
service  in  the  line  of  duty. 

860.  Commissioned  officers  of  the  Coast  and  Geodetic  Survey  or 
Public  Health  Service  are  considered  to  be  in  the  active  service  of  the 
Armed  Forces  for  the  purpose  of  military  service  wage  credits  and  the 
special  insured  status  provisions  (discussed  in  §  862)  only  under  the  fol- 
lowing conditions : 

A.  Commissioned  officers  of  the  Coast  and  Geodetic  Survey  may 

be  granted  wage  credits  for  time  spent : 

1.  On  active  duty  with  an  armed  service  department;  or 

2.  On  active  duty  on  military  projects  determined  by  the  Secretary 
of  Defense  to  be  areas  of  immediate  military  hazard;  or 

3.  In  service  in  the  Philippine  Islands  if  the  individual  was  serving 
there  on  12/7/41 ;  or 

4.  On  active  commissioned  service  with  the  Coast  and  Geodetic  Sur- 
vey after  7/28/45  and  before  1957.  (However,  wage  credits 
based  on  this  service  may  only  be  used  for  monthly  benefits  begin- 
ning with  1/57  and  for  the  lump-sum  where  death  occurred  after 
1956.) 

B.  Commissioned  officers  of  the  Public  Health  Service  may  be 

granted  wage  credits  for  time  spent : 

1.  On  active  commissioned  service  from  7/29/45-7/3/52;  or 

2.  On  active  commissioned  service,  while  on  detail  to  a  component 
of  the  uniformed  forces,  during  the  periods  9/16/40-7/28/45  and 
7/4/52-12/31/56,  inclusive;  or 

3.  On  active  commissioned  service  from  7/4/52-12/31/56  even 
though  not  performed  while  on  detail  to  a  component  of  the  uni- 
formed services.  (However,  wage  credits  for  this  service  may  be 
used  only  in  figuring  monthly  benefits  for  months  beginning  1/57 
and  for  lump-sum  death  payments  where  death  occurred  after 
1956.) 
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861.  Wage  credits  are  not  granted  for  military  service  even  though 
the  veteran  would  otherwise  be  eligible  for  them  if: 

A.  A  larger  benefit  is  payable  without  considering  the  wage  credits;  or 

B.  The  veteran  has  been  convicted  of  certain  offenses  against  the  Federal 
Government  such  as  bribery,  graft,  treason,  sedition,  etc. ;  or 

C.  The  veteran  refuses  upon  the  ground  of  self-incrimination  to  appear, 
testify,  produce  books,  etc.,  before  a  Federal  grand  jury,  U.S.  court, 
or  U.S.  congressional  committee  concerning  his  work  as  an  employee 
of  the  U.S.  Government  or  his  relationship  with  a  foreign  government; 
or 

D.  A  monthly  benefit  payable  by  another  Federal  agency  (other  than 
the  Veterans'  Administration)  is  based  on  the  same  period  of  service. 
However,  if  a  veteran  is  on  active  duty  after  1956,  he  may  be  granted 
social  security  wage  credits  for  active  service  during  the  6-year  period 
1951-1956,  even  though  a  service  organization  uses  any  or  all  of  this 
period  in  determining  his  rights  to,  or  the  amount  of,  a  retirement 
benefit  payable  by  that  organization ;  or 

E.  The  wage  credits  plus  the  individual's  other  wages  and/or  self-employ- 
ment income  exceed  the  maximum  earnings  which  may  be  credited 
for  social  security  purposes  for  that  year  (see  §  614). 

862.  A  veteran  is  considered  to  have  died  fully  insured  for  social 
security  purposes  and  with  an  average  monthly  wage  of  $160  even  though 
he  never  worked  in  employment  covered  by  social  security  if: 

A.  He  served  in  the  active  military  or  naval  service  of  the  U.S.  on  or 
after  9/16/40  and  before  7/25/47;  and 

B.  He  was  discharged  or  released  from  active  service  not  later  than 
7/26/51   under  conditions   other  than  dishonorable;    and 

C.  He  had  at  least  90  days  of  active  service ;  or,  if  his  total  service  was  less 
than  90  days,  he  was  discharged  or  released  by  reason  of  a  disability 
or  injury  incurred  or  aggravated  in  line  of  duty;  and 

D.  He  died  within  3  years  after  his  separation  from  active  service;  and 

E.  No  pension  or  compensation  from  the  Veterans'  Administration  is  being 
paid  or  has  been  paid  because  of  the  veteran's  death. 

This  provision  is  not  applicable  if  the  serviceman  died  in  service. 

863.  EMPLOYMENT  OUTSIDE  THE  U.S.  is  excluded  from  social 
security  coverage  unless  the  work  is  performed : 

A.  By  a  U.S.  citizen  for  an  American  employer  (see  §  864)  or  for  an 
American  corporation's  foreign  subsidiary  for  which  coverage  has 
been  arranged  (see  §§  865—867) ;  or 

B.  On  or  in  connection  with  an  American  vessel  or  aircraft  if  the  contract 
of  employment  was  entered  into  within  the  U.S.  or  if  the  vessel  or 
aircraft  touches  at  a  port  or  airport  in  the  U.S.  while  the  employee 
is  working  on  it. 
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Within  the  U.S.  means  on,  in,  or  over  any  of  the  States,  the  District  of 
Columbia,  the  Virgin  Islands,  Puerto  Rico,  or  the  territorial  waters  of  any 
of  these  places. 

The  term  '''^American  vesseV  means: 

A.  Any  vessel  documented  or  numbered  under  the  laws  of  the  U.S.;  or 

B.  Any  vessel  which  is  not  documented  or  numbered  under  the  laws  of 
the  U.S.,  nor  documented  under  the  laws  of  any  foreign  country  if 
its  crew  is  employed  by: 

1.  One  or  more  citizens  or  residents  of  the  U.S.,  or 

2.  Corporations  organized  under  laws  of  the  U.S.  or  any  State. 

''American  aircraft'  means  an  aircraft  registered  under  the  laws  of 

the  U.S. 

A  U.S.  citizen  is  a  person  born  or  naturalized  in  the  U.S.  and  subject  to 
its  jurisdiction.  The  U.S.  includes  all  the  States,  the  District  of  Columbia, 
Puerto  Rico,  and  the  Virgin  Islands. 

864.  An  American  employer  includes: 

A.  The  U.S.  or  any  of  its  instrumentalities. 

B.  A  State  (including  Puerto  Rico  and  the  Virgin  Islands),  its  political 
subdivision,  or  an  instrumentality  of  a  State  or  political  subdivision. 

C.  A  person  who  is  a  resident  of  the  U.S. 

D.  A  partnership  in  which  at  least  two-thirds  of  the  partners  are  residents 
of  the  U.S. 

E.  A  trust,  if  all  of  the  trustees  are  U.S.  residents. 

F.  A  corporation  organized  under  the  laws  of  the  U.S.,  any  State,  Puerto 
Rico,  or  the  Virgin  Islands  (a  foreign  subsidiary  of  a  domestic  cor- 
poration does  not  qualify  as  an  "American  employer") . 

865.  Employment  of  U.S.  citizens  outside  the  U.S.  by  a  foreign 
subsidiary  of  a  domestic  corporation  may  be  covered  by  social  security 

A.  The  domestic  corporation  arranges  for  coverage  by  entering  into  an 
agreement  with  the  District  Director  of  Internal  Revenue;  and 

B.  The  agreement  applies  to  all  of  the  U.S.  citizens  employed  outside 
the  U.S.  by  the  foreign  subsidiary  and  for  all  citizens  subsequently 
employed  by  the  subsidiary  if  their  work  would  be  covered  if  per- 
formed in  the  U.S. 

866.  A  "foreign  subsidiary"  of  a  domestic  corporation  is  a  foreign 
corporation  of  which: 

A.  Not  less  than  20  percent  of  its  voting  stock  is  owned  by  a  domestic 
corporation;  or 

B.  More  than  50  percent  of  its  voting  stock  is  owned  by  another  foreign 
corporation  and  at  least  20  percent  of  the  latter  corporation's  voting 
stock  is  owned  by  a  domestic  corporation. 
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867.  The  coverage  agreement: 

A.  Is  effective  on  the  first  day  of  the  calendar  quarter  in  which  the  £igree- 
ment  is  entered  into,  or  as  of  the  first  day  of  the  following  calendar 
quarter.  The  domestic  corporation  chooses  the  effective  date  of 
coverage. 

B.  May  be  amended  to  include  any  other  foreign  subsidiary  of  the 
domestic  corporation;  however,  coverage  of  the  new  group  is  effective 
only  as  of  the  first  day  of  the  calendar  quarter  in  which  the  agreement 
is  amended. 

C.  May  be  terminated  by  the  domestic  corporation  only  after  giving  2 
years  notice  of  intention  to  terminate.  Further,  notice  of  termination 
can  be  given  only  after  the  agreement  has  been  in  existence  for  8 
years.  Thus,  at  least  10  years  social  security  coverage  is  assured. 
(However,  the  Secretary  of  the  Treasury  may  terminate  the  agree- 
ment sooner.) 

Once  an  agreement  has  been  terminated  in  whole,  the  domestic  corpora- 
tion may  not  again  obtain  coverage  for  any  of  its  foreign  subsidiaries.  An 
agreement  terminated  with  respect  to  one  subsidiary  may  not  be  reinstated 
with  respect  to  that  particular  subsidiary. 

868.  EMPLOYMENT  COVERED  BY  THE  RAILROAD  RETIRE- 
MENT  ACT  IS  EXCLUDED  from  social  security  coverage.  However, 
earnings  from  railroad  employment  are  counted  for  social  security  at  the 
death  or  retirement  of  a  worker  if  he  does  not  qualify  under  the  railroad 
retirement  program.  For  example,  when  a  railroad  worker  retires  with  less 
than  120  months  of  railroad  service,  no  railroad  retirement  annuity  is  pay- 
able. However,  his  railroad  earnings  after  1936  would  then  be  considered 
in  determining  his  rights  to  social  security  disability  or  old-age  benefits. 

Additional  information  on  the  Railroad  Retirement  Act  is  in  §§  2030-2042. 

869.  WHEN  PART  OF  AN  EMPLOYEE'S  WORK  DURING  A  PAY 
PERIOD  IS  COVERED  AND  PART  EXCLUDED  from  social  security 
and  all  of  the  work  is  being  performed  for  one  employer,  the  following  rules 
apply: 

A.  All  of  his  work  in  that  pay  period  is  covered  if  50  percent  or  more  of 
his  time  during  the  pay  period  is  spent  in  covered  work. 

B.  All  of  his  work  in  that  pay  period  is  excluded  if  more  than  50  percent 
of  his  time  during  the  pay  period  is  spent  in  excluded  work. 

The  term  '^^pay  period^'  means  the  period  of  not  more  than  31  consecu- 
tive calendar  days  for  which  the  employer  ordinarily  pays  the  employee. 
Where  there  are  seasonal  fluctuations  there  may  be  one  customary  seasonal 
pay  period  and  another  customary  nonseasonal  pay  period. 

870.  The  included-excluded  rule  does  not  apply  if: 

A.  Part  of  the  employment  is  covered  by  social  security  and  part  by  the 
Railroad  Retirement  Act. 
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B.  Part  of  the  employment  for  a  foreign  employer  is  performed  within 
the  U.S.  and  is  covered  and  part  is  performed  outside  the  U.S.  and  so 
is  excluded. 

C.  There  is  no  pay  period,  or  the  pay  period  covers  more  than  31  con- 
secutive days,  or  there  are  separate  pay  periods  for  the  covered  and 
excluded  work. 

In  all  of  the  above  instances  the  wages  paid  for  the  employment  covered 
by  social  security  are  counted  for  social  security  purposes. 
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Chapter  9 


STATE  AND  LOCAL 
EMPLOYMENT 


900.  Social  security  coverage  of  State  and  local  government  employees. 

901.  Coverage  group  defined. 

902.  Proprietary  function  defined. 

903.  Work  that  cannot  be  covered  by  Federal-State  agreement. 

904.  Work  for  State  operated  transportation  systems, 

905.  Optional  exclusions  available  to  State. 

906.  "State"  defined  for  coverage  agreement  purposes. 

907.  Employees  covered  by  a  State  or  local  retirement  system. 

908.  Retirement  system  defined. 

909.  Retirement  system  coverage  groups. 

910.  Special  provisions  for  firemen  and  policemen. 

911.  Dividing  retirement  systems. 

912.  Separate  referendums  for  employees  of  interstate  instrumentalities. 

913.  Effective  date  of  Federal-State  coverage  agreements. 

914.  Termination  of  agreement  by  State. 

915.  Termination  of  agreement  by  Secretary  of  Department  of  Health,  Education, 
and  Welfare. 

916.  New  agreement  prohibited  after  termination. 

917.  State  liability  for  F.I.C.A.  taxes  on  wages  paid  to  employees. 

918.  Taxable  wages  of  person  employed  by  more  than  one  political  entity. 

900.  EMPLOYEES  OF  STATE  AND  LOCAL  GOVERNMENTS  can 

be  brought  under  Federal  social  security  by  means  of  voluntary  agreements 
entered  into  by  the  States  with  the  Secretary  of  Health,  Education,  and  Wel- 
fare. Once  an  agreement  has  been  entered  into  with  a  State,  employees  of 
the  State  and  its  political  subdivisions  can  be  brought  under  the  agreement  in 
groups  known  as  "coverage  groups."  There  are  2  basic  types  of  coverage 
groups : 

A.  Groups  composed  of  employees  of  the  State  or  one  of  its  political  sub- 
divisions whose  positions  are  not  under  a  State  or  local  retirement 
system  (see  §  901) ;  and 

B.  Retirement  system  coverage  groups,  i.e.,  groups  composed  of  em- 
ployees whose  positions  are  covered  by  a  State  or  local  retirement 
system.     ( See  §  §  907  and  909. ) 

The  Federal  law  gives  each  State  the  right  to  decide  which  coverage  groups 
are  to  be  included  under  its  agreement.  However,  a  State  may  permit  its 
political  subdivisions  to  decide  whether  or  not  any  of  the  subdivisions' 
employees  are  to  be  included.  A  State  may  subsequently  modify  the  agree- 
ment to  include  additional  coverage  groups. 
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901.  A  COVERAGE  GROUP  composed  of  employees  whose  positions 
are  not  covered  by  a  retirement  system  may  consist  of  any  of  the  following 
groupings  of  employees : 

A.  All  employees  of  the  State  who  are  performing  services  in  connection 
with  governmental  functions. 

B.  All  employees  of  the  State  performing  services  in  connection  with  a 
single  proprietary,  i.e.,  nongovernmental  function.  (See  §  902  for 
a  definition  of  "proprietary  function.") 

C.  All  civilian  employees  of  National  Guard  Units  of  the  State  employed 
pursuant  to  the  National  Defense  Act  (32  U.S.C.  42)  and  paid  from 
funds  allotted  by  the  Department  of  Defense. 

D.  Inspectors  of  agricultural  products  employed  pursuant  to  an  agreement 
between  the  State  and  the  Department  of  Agriculture  under  the  Agri- 
cultural Marketing  Act  (7  U.S.C.  1624)  or  the  Perishable  Agricul- 
tural Commodities  Act  (7  U.S.C.  499n). 

E.  All  employees  of  a  political  subdivision  who  are  performing  services 
in  connection  with  governmental  functions. 

F.  All  employees  of  a  political  subdivision  performing  services  in  con- 
nection with  a  single  proprietary,  i.e.,  nongovernmental  function. 
(See  §  902.) 

A  State  can  cover  as  part  of  or  in  supplement  to  any  one  of  these  groups, 
employees  whose  positions  are  under  a  retirement  system  but  who  are  per- 
sonally ineligible  to  become  members  of  the  system.  They  are  automatically 
covered  as  a  part  of  the  groups  referred  to  in  §  907  but  cannot  obtain  cover- 
age as  a  part  of  those  groups  desiring  coverage  referred  to  in  §  911. 

902.  A  proprietary  function  is  generally  exercised  when  a  State  or  po- 
litical subdivision  engages  in  a  business.  For  example,  a  State  or  local 
government  may  be  engaged  in  a  proprietary  function  when  it  operates  a 
liquor  store,  public  amusement  park,  or  public  utility. 

Governmental  functions  include  legislative,  executive,  and  judicial  ac- 
tivities, control  and  prevention  of  crime,  regulation  of  the  conduct  of  indi- 
viduals as  it  affects  the  general  welfare,  and  providing  for  the  public  safety. 

What  may  be  a  proprietary  function  under  the  laws  of  one  State  may  not 
be  classified  as  such  in  another.  The  provisions  of  State  law  govern  in 
determining  whether  a  function  is  governmental  or  proprietary. 

903.  THE  FOLLOWING  KINDS  OF  WORK  CANNOT  BE  COV- 
ERED under  a  Federal-State  agreement: 

A.  Work  of  employees  who  are  employed  to  give  them  relief  from 
unemployment. 

B.  Work  in  a  hospital,  home,  or  other  institution  by  a  patient  or  inmate 
thereof. 

C.  Work  by  transportation  system  employees  who  are  covered  compub 
sorily  by  social  security.     (But  see  §  904.) 

D.  Work  which  would  be  excluded  from  social  security  if  performed  for 
a  private  employer,  except  certain  agricultural  labor  and  work  by 
students. 
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E.  Services  of  policemen  and  firemen  in  most  States,  if  their  positions 
are  covered  by  a  retirement  system  (even  though  the  individual  fire- 
man or  policeman  on  the  job  is  not  eligible  to  become  a  member  of 
the  retirement  system) . 

For  coverage  of  services  of  policemen  and  firemen  in  positions  under  a 
retirement  system  in  certain  States,  see  §  910. 

Services  of  policemen  and  firemen  whose  positions  are  not  under  a  retire- 
ment system  of  the  State  or  political  subdivision  are  covered  when  cover- 
age is  obtained  for  a  coverage  group  of  the  type  referred  to  in  §  900(A)  of 
which  they  are  members. 

904.  Work  in  connection  with  a  State  operated  public  transporta- 
tion system,  or  one  operated  by  a  political  subdivision  of  a  State,  may  be 
included  in  a  Federal-State  agreement  as  part  of  the  coverage  of  a  "coverage 
group"  if  the  work  is  not  covered  by  social  security  on  a  compulsory  basis. 

905.  THE  STATE  MAY,  AT  ITS  OPTION,  EXCLUDE  from  coverage 
the  following  services  performed  by  members  of  any  "coverage  group" 
(including  retirement  system  coverage  groups  referred  to  in  §  909)  : 

A.  Any  work  of  an  emergency  nature. 

B.  All  work  in  any  class  or  classes  of  elective  positions. 

C.  All  work  in  any  class  or  classes  of  part-time  positions. 

D.  All  work  in  positions  the  pay  for  which  is  on  a  fee  basis. 

E.  Agricultural  labor  the  pay  for  which  would  not  be  subject  to  social 
security  tax  if  the  work  was  performed  for  a  private  employer.  (See 
§§  801-815.) 

F.  Work  by  a  student  nurse,  intern,  or  other  student  the  pay  for  which 
would  not  be  subject  to  social  security  tax  if  performed  for  a  private 
employer.     ( See  §  §  822-824.) 

These  exclusions  may  be  taken  by  the  State  in  any  combination  it  wishes 
with  respect  to  each  separate  coverage  group.  Any  services  which  a  State 
chooses  to  exclude  may  be  included  later  if  State  law  and  the  general  terms 
of  the  State's  agreement  permit  it.  If  one  of  the  types  of  work  listed  above 
has  been  included  with  respect  to  a  coverage  group,  it  cannot  later  be 
removed  from  coverage. 

906.  A  "STATE"  FOR  THE  PURPOSE  OF  COVERAGE  AGREE- 
MENTS INCLUDES  the  50  States,  Puerto  Rico,  the  Virgin  Islands,  and  in- 
terstate  instrumentalities.  However,  it  does  not  include  the  District  of 
Columbia. 

A  "political  subdivision"  refers  to  a  governmental  entity,  and  generally 
would  include  a  city,  town,  village,  or  school  district,  and  in  many  States, 
depending  upon  the  manner  in  which  such  entities  are  created  under  State 
law,  a  sanitation,  utility,  reclamation,  improvement,  drainage,  irrigation, 
flood  control,  or  similar  district  constituting  a  separate  legal  and  political 
entity  within  a  State.  The  term  also  includes  an  instrumentality  of  a  State, 
or  of  one  or  more  political  subdivisions  of  a  State,  or  a  State  and  one  or 
more  of  its  political  subdivisions. 
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An  instrumentality  is  a  legal  entity  organized  to  carry  on  some  function 
of  government  for  a  State  or  political  subdivision.  It  is  an  independent  legal 
entity  with  the  power  to  hire,  supervise,  and  discharge  its  employees  and, 
generally,  it  may  sue  and  be  sued,  may  enter  into  contracts,  and  may  hold 
or  transfer  property  in  its  own  name.  An  interstate  instrumentality  is  an 
instrumentality  of  2  or  more  States. 

Certain  units  of  government  such  as  libraries  and  hospitals  may  be 
integral  parts  of  cities,  counties,  or  other  political  subdivisions  so  that  indi- 
viduals performing  services  in  such  governmental  units  are  employees  of 
such  cities,  counties,  or  other  political  subdivisions;  or  they  may  be  "polit- 
ical subdivisions"  in  themselves  and  the  employers  of  individuals  perform- 
ing services  for  them;  or  they  may  be  private  nonprofit  organizations  the 
employees  of  which  cannot  be  covered  under  a  State  agreement. 

An  employee,  for  purposes  of  a  Federal-State  agreement,  means 
an  employee  as  defined  in  chapter  7  and  includes  an  elected  or  appointed 
officer  of  a  State  or  political  subdivision. 

907.  EMPLOYEES  WHOSE  JOBS  ARE  COVERED  BY  A  STATE 
OR  LOCAL  RETIREMENT  SYSTEM  may  be  brought  under  the  Federal- 
State  agreement  as  members  of  a  "retirement  system  coverage  group"  exclud- 
ing, in  most  States,  the  positions  of  policemen  and  firemen.  Generally,  to 
get  social  security  coverage,  a  majority  of  those  eligible  to  vote  must  vote 
for  coverage  in  a  referendum  held  under  authorization  of  the  State.  To  be 
eligible  to  vote  in  a  referendum,  a  worker  must  be: 

A.  An  employee  of  the  governmental  unit  covered  by  the  retirement 
system;  and 

B.  In  a  position  under  the  retirement  system;  and 

C.  A  member  of  the  retirement  system;  and 

D.  In  a  position  that  will  not  be  excluded  if  coverage  is  extended  to  his 
group. 

Generally,  a  retirement  system  coverage  group  includes  all  the  members 
of  the  retirement  system,  all  employees  who  are  ineligible  for  membership, 
and  all  employees  who  can  choose  to  become  members  of  the  retirement 
system.    For  exception,  see  §  911. 

908.  A  retirement  system  means  a  pension,  annuity,  retirement,  or  simi- 
lar fund  or  system  established  by  a  State  or  political  subdivision  thereof. 
The  system  need  not  have  been  created  by  legislative  action  of  the  State  or 
political  subdivision  nor  does  it  have  to  be  one  providing  for  benefits  guar- 
anteed by  the  State  constitution.  Ordinarily,  the  plan  is  "established"  by 
the  State  or  political  subdivision  if  the  State,  political  subdivision,  or 
instrumentality  pays  part  of  the  cost  of  the  retirement  plan  or  has  established 
the  plan  under  its  authority. 

Whether  or  not  an  individual  is  a  member  of  a  retirement  system  is  a 
matter  for  determination  by  the  State  under  applicable  State  law.  Gener- 
ally, a  worker  is  a  member  of  a  retirement  system  if  his  relationship  to 
the  retirement  system  would  serve  as  a  basis  for  qualifying  him  for  retire- 
ment benefits  or  would  count  toward  added  benefits  after  he  first  qualified. 
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909.  A  retirement  system  coverage  group  for  referendum  and  cover- 
age purposes  may,  at  the  option  of  the  State,  consist  of : 

A.  All  employees  in  positions  under  the  system. 

B.  Only  employees  of  the  State  in  positions  under  the  system. 

C.  AU  employees  of  one  or  more  political  subdivisions  in  positions  under 
the  system. 

D.  Any  combination  of  the  groups  referred  to  in  (B)  and  (C) . 

E.  All  employees  of  any  one  institution  of  "higher  learning"  which  is  not 
a  political  subdivision  in  itself.  Institutions  of  higher  learning  in- 
clude colleges,  junior  colleges,  and  teachers  colleges. 

910.  Positions  of  policemen  and  firemen  under  a  retirement  system 

established  by  an  interstate  instrumentality  or  one  of  the  following  States  or 
political  subdivisions  thereof  may  be  included  in  a  Federal-State  agreement: 

Alabama  Hawaii  North  Carolina  South  Dakota 

California  Kansas  North  Dakota  Tennessee 

Florida  Maryland  Oregon  Vermont 

Georgia  New  York  South  Carolina  Washington 

The  referendum  requirement  referred  to  in  §  907  applies  except  that  a 
separate  referendum  can  be  held  among  the  policemen,  or  among  the  firemen, 
or  among  the  policemen  and  firemen  as  one  group. 

Except  when  coverage  is  extended  under  the  procedures  described  in 
§  911,  all  positions  of  firemen  and  policemen  under  the  retirement  system  are 
included  in  the  retirement  system  coverage  group  even  if  some  of  the 
firemen  or  policemen  are  not  members  of  the  retirement  system. 

911.  A  retirement  system  may  be  divided  into  2  parts  to  obtain  social 
security  coverage  for  the  members  who  want  it  if  the  retirement  system 
covers  the  jobs  of  employees  of: 

A.  Any  interstate  instrumentality  (that  is,  an  instrumentality  of  2  or 
more  States) ;  or 

B.  California,  Connecticut,  Florida,  Georgia,  Hawaii,  Massachusetts, 
Minnesota,  New  York,  North  Dakota,  Pennsylvania,  Rhode  Island, 
Tennessee,  Vermont,  Washington,  or  Wisconsin,  their  political  sub- 
divisions and  instrumentalities. 

Each  part  of  the  divided  system  represents  a  "retirement  system"  for 
coverage  purposes.  After  1959,  the  coverage  group  composed  of  the  mem- 
bers who  vote  for  coverage  must  include  employees  who  have  an  option  to 
join  the  retirement  system  and  voted  for  coverage.  If  the  retirement  system 
group  is  covered  before  1960,  the  State  may,  within  its  discretion,  give 
the  "optionals"  a  choice.  After  a  retirement  system  coverage  group  has 
been  covered,  aU  new  members  are  covered  compulsorily.  If  "optionals"  are 
included,  all  new  optionals  are  compulsorily  covered. 

Members  who  vote  not  to  be  covered  may,  if  State  law  permits,  be  given 
a  second  chance  to  obtain  social  security  coverage.  A  written  request  for 
coverage  must  be  filed  by  the  individual  with  the  State.     This  coverage 
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must  be  made  a  part  of  a  State's  agreement  before  1960,  or,  if  later,  before 
the  end  of  1  year  following  the  date  the  retirement  system  coverage  group 
was  covered. 

912.  A  separate  referendum  must  be  held  among  retirement  system 
employees  of  an  interstate  instrumentality  without  regard  to  any  referendum 
held  for  other  employees  of  the  same  retirement  system.  This  is  so  whether 
the  retirement  system  is  one  set  up  by  the  State,  a  political  subdivision,  or 
the  interstate  instrumentality  itself. 

If  the  positions  in  the  interstate  instrumentality  are  covered  by  more  than 
one  retirement  system,  a  separate  referendum  must  be  held  with  respect  to 
the  positions  covered  by  each  of  the  retirement  systems. 

913.  EFFECTIVE  DATES  OF  COVERAGE  under  the  Federal-State 
agreement  are: 

Agreement  to  extend  cover-  Coverage  may  he  effective  as 
age  entered  into:  early  as: 

Before  1954  1/1/51 

During  1954  1/1/54 

During  1955,  1956,  or  1957  1/1/55 

During  1958  or  1959  1/1/56 

After  1959  First  day  of  the  year  in  which  the 

agreement  is  entered  into. 

914.  A  State  can  terminate  a  Federal-State  coverage  agreement 

entirely  or  with  respect  to  one  or  more  coverage  groups.  However,  the 
State  cannot  terminate  the  agreement  until  coverage  has  been  in  effect  for 
at  least  5  years  and  2  years'  advance  notice  of  an  intent  to  terminate  cover- 
age must  be  given  by  the  State.  The  termination  cannot  be  effective  until 
the  end  of  the  calendar  quarter  specified  in  the  notice. 

915.  The  Secretary  of  the  Department  of  Health,  Education,  and 
Welfare  may  terminate  an  agreement  in  its  entirety  or  with  respect  to 
any  one  or  more  coverage  groups  at  any  time  if  the  State  fails  or  is  no  longer 
legally  able  to  comply  with  any  provision  of  the  agreement.  The  State 
must  be  given  reasonable  notice  and  opportunity  for  hearing.  The  Sec- 
retary can  make  the  termination  effective  not  later  than  2  years  after  the 
date  of  the  termination  notice  or  can  withdraw  the  notice  because  the  State 
is  again  complying  with  the  terms  of  the  agreement. 

916.  Once  the  agreement  has  been  terminated  in  its  entirety,  the  State 
cannot  enter  into  another  agreement  to  cover  any  public  employees  in  the 
State.  If  the  termination  is  with  respect  to  a  particular  coverage  group, 
the  State's  agreement  cannot  again  become  applicable  to  that  group. 

917.  THE  STATE  IS  LIABLE,  in  an  amount  equal  to  the  sum  of  the  taxes 
imposed  under  the  Federal  Insurance  Contributions  Act  governing  private 
employment,  for  the  payment  of  all  contributions  due  on  wages  paid  to  em- 
ployees covered  by  an  agreement. 

130 


918.  IF  AN  EMPLOYEE  WORKS  FOR  MORE  THAN  ONE 
POLITICAL  ENTITY,  contributions  are  due  on  all  wages  paid  by  each 
entity  up  to  the  maximum.  The  same  is  true  where  an  employee  works  for  a 
political  entity  and  a  private  employer  during  a  year.  An  employee  who 
overpays  contributions  in  these  situations  adds  the  excess  amount  to  that 
withheld  for  income  taxes,  and  takes  credit  on  his  income  tax  return.  If  he  is 
not  legally  required  to  file  an  income  tax  return,  he  may  request  a  refund 
from  the  Internal  Revenue  Service.  Likewise,  he  may  request  a  refund  if  he 
overpays  because  coverage  under  an  agreement  is  made  retroactive. 
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Chapter  10 


WHO  ARE  SELF-EMPLOYED 


1000.  Social  security  coverage  for  the  self-employed. 

1001.  Trade  or  business  defined. 

1002.  Personal  services  not  a  factor. 

1003.  Length  of  time  person  engages  in  activity  as  a  factor. 

1004.  Legality  or  illegality  of  activity  not  a  factor. 

1005.  Person  with  more  than  one  trade  or  business. 

1006.  A  hobby  is  not  a  trade  or  business. 

1007.  Partnership  defined. 

1008.  Factors  of  partnership, 

1009.  Family  partnerships. 

1010.  Evidence  indicating  partnership. 

1011.  Transfer  of  capital  interest  in  family  partnership. 

1012.  Association  taxable  as  a  corporation  is  not  a  partnership. 

1013.  Family  partnerships  in  community  property  States. 

1014.  Writers  receiving  royalties. 

1015.  Nonprofessional  fiduciaries. 

1016.  Beneficiaries  of  trusts  carrying  on  business. 

1017.  Business  carried  on  by  executors  or  administrators  of  deceased's  estate. 

1018.  Star  route  mail  carriers. 

1019.  Owner  of  land  on  which  business  is  operated. 

1020.  Share-farmers. 

1021.  "Undertakes  to  produce  a  crop"  defined. 

1022.  Partnership  or  joint  ventures  between  farm  owner  and  operator. 

1023.  Exclusions  from  trade  or  business. 

1024.  Newspaper  vendors. 

1025.  Public  office  holders. 

1026.  Federal  court  reporters. 

1027.  Self-employed  doctors. 

1028.  Ministers,  members  of  religious  orders,  and  Christian  Science  practitioners. 

1029.  Election  of  social  security  coverage. 

1030.  Effective  date  of  election. 

1031.  Filing  waiver  certificates  for  1955. 

1032.  Service  by  chaplains. 

1000.  MOST  SELF-EMPLOYED  PEOPLE  first  became  covered  by  so- 
cial security  in  1951.  Farmers,  ministers,  people  engaged  in  certain  pro- 
fessions, and  some  other  self-employed  people  were  not  covered  until  1955. 
Additional  groups  of  professional  persons  were  covered  effective  with  taxable 
years  ending  after  1955.  Still  excluded  are  self-employed  doctors  of  medi- 
cine; public  officials  who  are  not  covered  as  employees  under  agreements 
between  the  Secretary  of  Health,  Education,  and  Welfare  and  the  State  in 
which  they  serve;  Christian  Science  practitioners,  ministers,  and  members 
of  religious  orders  who  have  not  filed  waiver  certificates. 
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The  years  that  various  groups  of  self-employed  persons  were  first  covered 
by  social  security  are  as  follows : 

Coverage  effective  for 
Persons  covered  taxable  years 

Most  of  those  who  were  self-employed  in  a        Beginning  after  1950. 

trade  or  business. 
Self-employed  architects ;   professional  engi-        Ending  after  1954. 

neers;     accountants     (including    certified, 

registered,     or     licensed,     and     full-time 

public    accountants)  ;     funeral    directors; 

farm    operators;    and    Christian    Science 

practitioners,  ministers,   and  members  of 

religious    orders   who    have   filed    waiver 

certificates. 
Self-employed  lawyers;  dentists;   doctors  of        Ending  after  1955. 

osteopathy ;    veterinarians ;    chiropractors ; 

naturopaths;  optometrists;  and  farm  land- 
lords  who    materially   participate   in   the 

farming  activities. 

^'Self-employment  income^'  which  is  creditable  for  social  security  is 
based  on  "net  earnings  from  self -employment"  derived  from  a  "trade  or  busi- 
ness" covered  by  the  law.  This  chapter  explains  what  activities  are  covered 
trades  or  businesses.  Chapter  11  explains  what  income  is  includible  in  net 
earnings  from  self-employment  and  how  the  amount  of  the  creditable  self- 
employment  income  is  computed. 

Remuneration  from  self-employment  which  is  not  covered  for  social 
security  tax  purposes  is,  nevertheless,  included  when  figuring  income  for  re- 
tirement test  purposes.     See  chapter  17. 

1001.  A  "TRADE  OR  BUSINESS"  for  social  security  purposes  means 
the  same  as  when  used  in  §  162  of  the  Internal  Revenue  Code  of  1954,  relat- 
ing to  income  taxes.  However,  certain  occupations  are  not  included  in  the 
term  "trade  or  business"  for  social  security  coverage  purposes,  or  are 
included  only  if  certain  conditions  are  met. 

"Trade  or  business"  is  not  specifically  defined  in  §  162  of  the  Internal 
Revenue  Code.  However,  certain  guides  for  deciding  whether  a  trade  or 
business  exists  have  been  set  forth  in  court  decisions  and  Internal  Revenue 
Service  rulings.     Briefly  stated,  these  guides  are : 

A.  The  activity  is  started  and  carried  on  in  good  faith  with  the  intention 
of  making  a  profit  or  producing  income. 

B.  The  activity  has  been  regularly  carried  on;  that  is,  there  has  been  a 
continuity  of  operation,  a  continual  repetition  of  transactions,  or  a 
regularity  of  activities. 

C.  The  activity  is  the  person's  regular  occupation  or  calling  which  he 
carries  on  to  make  a  living  or  a  profit. 

D.  The  person  holds  himself  out  to  the  public  as  being  engaged  in  the 
selling  of  goods  and/or  services. 
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Any  one  of  these  factors  standing  alone  is  not  enough  to  show  that  a 
trade  or  business  exists.  On  the  other  hand,  not  all  the  factors  need  be 
present. 

1002.  Personal  services  are  not  required.  A  person  may  carry  on  his 
business  through  employees.  Thus,  absentee  owners  and  limited  or  silent 
partners  can  derive  income  from  a  trade  or  business. 

1003.  The  length  of  time  a  person  engages  in  an  activity  usually  is  a 
factor  in  determining  if  it  is  a  trade  or  business.  However,  the  period  of 
time  is  not  important  where  the  activity  is  seasonal  or  of  short  duration,  such 
as  selling  ice  cream  during  the  summer  months  or  buying  a  grocery  store, 
operating  it  for  several  months,  and  then  selling  it. 

1004.  The  illegality  of  an  activity  does  not  preclude  its  being  a  trade 
or  business.  For  example,  professional  gamblers,  bookies,  etc.,  may  be 
engaged  in  a  trade  or  business. 

1005.  A  person  may  have  more  than  one  trade  or  business.  For  ex- 
ample, a  person  who  operates  a  wholesale  grocery  may  also  operate  a 
restaurant.  On  the  other  hand,  a  person  may  have  more  than  one  business 
enterprise,  but  one  or  more  of  the  activities  may  be  excluded  from  the  defini- 
tion of  "trade  or  business"  by  the  law.  For  example,  a  doctor  of  medicine 
may  own  a  supermarket  as  well  as  practice  medicine.  The  income  he  re- 
ceives from  the  practice  of  his  profession  is  excluded.  The  income  he 
receives  from  the  operation  of  the  supermarket  is  a  trade  or  business  covered 
by  social  security  and  the  income  is  subject  to  the  self -employment  tax. 

1006.  A  hobby  is  not  a  trade  or  business.  Thus,  a  person  may  buy  and 
sell  stamps,  pigeons,  bees,  etc.,  merely  for  the  purpose  of  improving  or  other- 
wise furthering  his  hobby.  If  these  activities  are  not  engaged  in  primarily 
to  make  a  profit  they  are  not  a  trade  or  business.  If  they  are  engaged  in 
primarily  for  the  purpose  of  providing  part  or  all  of  his  livelihood  they  are 
a  trade  or  business. 

1007.  BUSINESS  PARTNERS  ARE  SELF-EMPLOYED.  A  partner- 
ship is  generally  said  to  be  created  when  two  or  more  persons  join  together 
for  the  purpose  of  carrying  on  a  trade  or  business.  Each  partner  con- 
tributes in  one  or  more  ways  with  money,  property,  labor,  or  skill,  and 
shares  in  the  profits  and  risks  of  loss  in  accordance  with  their  agreement. 

In  determining  whether  a  partnership  actually  exists,  it  is  neces- 
sary to  determine  whether  the  parties  intended  to  join  together  to  carry  on 
a  trade  or  business  and  share  in  the  profits  or  losses  as  partners.  Intention 
of  the  parties  is  determined  not  merely  from  their  statements,  but,  to  a  large 
degree,  from  their  agreement,  and  their  conduct  in  carrying  out  their  agree- 
ment not  only  in  regard  to  each  other  but  also  in  regard  to  third  parties. 
Further  light  on  the  true  intent  of  the  parties  is  cast  by  such  matters  as  the 
abilities  and  contribution  of  each,  the  control  which  each  has  over  the 
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income,  and,  among  other  things,  the  purpose  for  which  the  partnership  is 
established  and  operated. 

A  partnership  is  the  same  for  social  security  purposes  as  for  income 
tax  purposes.  In  addition  to  the  ordinary  partnership,  the  term  "partner- 
ship" for  tax  purposes  includes  a  syndicate,  group,  pool,  joint  venture, 
or  any  other  unincorporated  organization  which  carries  on  a  business.  The 
term  does  not  include  corporations,  trusts,  estates,  or  associations  taxable 
as  corporations.     (See  §  702  for  an  explanation  of  such  associations.) 

Two  or  more  persons  may  be  self-employed  as  partners  for  income  tax 
and  social  security  purposes  even  if  they  do  not  operate  under  a  formal 
partnership  agreement  or  even  if  under  State  law  they  are  not  con- 
sidered as  partners  because  they  have  not  complied  with  local  statutory 
requirements. 

For  tax  purposes  and  for  social  security  purposes,  a  partnership  and  a 
joint  venture  are  essentially  the  same.  The  main  distinction  is  that  a  part- 
nership involves  a  continuing  enterprise  while  a  joint  venture  is  usually 
for  the  accomplishment  of  a  single  project  or  transaction. 

1008.  Some  factors  indicative  of  the  existence  of  a  partnership  or 
joint  venture  are: 

A.  Conduct  of  the  business  as  a  joint  undertaking,  not  as  a  sole  owner- 
ship; 

B.  Contribution  of  capital  or  services  to  the  business  by  each  party; 

C.  A  sharing  in  management  decisions  and  other  responsibilities; 

D.  A  sharing  in  the  profits  and  risk  of  loss  in  accordance  with  the  parties' 
agreement ; 

E.  A  holding  out  of  the  business  to  the  public  in  such  a  manner  as  to 
indicate  that  the  parties  are  partners. 

However,  it  is  not  necessary  that  all  of  these  basic  factors  be  present 
in  order  for  an  arrangement  to  be  considered  a  partnership. 

1009.  Members  of  the  same  family  may,  and  do,  form  valid  partner- 
ships. For  instance,  a  husband  and  wife  or  parents  and  children  may 
conduct  a  business  enterprise  as  a  partnership.  To  be  recognized  as  a 
partnership  for  tax  and  social  security  purposes,  the  legal  relationship 
of  partners  must  be  established.  Merely  helping  out  in  the  business,  doing 
chores,  etc.,  does  not  establish  a  partnership. 

In  cases  involving  closely  related  parties,  some  of  the  factors  usually 
indicating  a  partnership,  such  as  the  use  of  property  and  the  control  of 
family  matters,  are  evaluated  carefully  to  determine  whether  they  are 
indicative  of  the  existence  of  a  partnership  or  whether  they  demonstrate  a 
nonbusiness  use  of  family  property. 

1010.  Evidence  along  the  following  lines  can  help  establish  whether 
an  enterprise  is  conducted  as  a  partnership: 

A.  Copies  of  any  written   agreements  entered   into   by  the  parties   or 
statements  of  the  parties  as  to  the  terms  of  the  arrangement; 
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B.  Copies  of  income  tax  returns  on  which  the  business  income  was 
reported ; 

C.  Copies  of  business  licenses,  letterheads,  bills,  advertisements,  telephone 
or  city  directory  listings,  or  other  documents  indicating  the  manner  in 
which  the  business  was  held  out  to  the  public ; 

D.  Statements  from  disinterested  third  parties  such  as  suppliers,  whole- 
salers, customers,  local  businessmen,  etc.,  who  are  familiar  with  the 
manner  in  which  the  business  was  conducted. 

1011.  A  transfer  of  a  capital  interest  in  a  family  partnership  to  a 
member  of  the  same  family  generally  makes  him  a  partner  if: 

A.  There  has  been  a  bona-fide  transfer  by  gift  or  purchase  of  a  capital 
interest  in  the  partnership ;  and 

B.  He  actually  owns  the  partnership  interest  and  is  vested  with  dominion 
and  control  over  it ;  and 

C.  The  partnership  is  one  in  which  capital  is  a  material  income-producing 
factor;  and 

D.  A  valid  partnership  was  in  existence  before  the  transfer  or  was  created 
at  the  time  of  the  transfer. 

1012.  An  association  taxable  as  a  corporation  (see  §  702)  is  not  a 
partnership  for  self -employment  tax  purposes,  since  it  is  not  considered  a 
partnership  for  income  tax  purposes. 

1013.  Community  property  laws  in  some  States  give  a  husband  and 
wife  equal  rights  in  certain  types  of  property  and  to  certain  types  of  income. 
For  social  security  purposes  in  community  property  States,  community  in- 
come from  a  business  is  treated  as  earnings  of  the  husband  unless  the  wife 
exercises  substantially  aU  the  management  and  control  over  the  business. 
If  she  does,  the  community  income  is  considered  her  earnings.  Where  a 
husband  and  wife  actually  carry  on  a  partnership  business,  even  in  com- 
munity property  States,  each  partner's  distributive  share  of  the  partnership 
income  will  be  included  as  earnings  from  self-employment  of  each  such 
partner. 

1014.  WRITERS  WHO  RECEIVE  ROYALTIES  may  or  may  not  be 

engaged  in  a  trade  or  business.  Each  case  must  be  decided  on  the  facts.  A 
one-time  venture  of  short  duration  usually  is  not  a  trade  or  business  but  a 
repetition  of  such  ventures  would  constitute  a  trade  or  business.  Thus,  if  an 
individual  writes  only  one  book  as  a  sideline  and  never  revises  it,  his  writing 
activities  probably  would  not  be  a  trade  or  business.  However,  if  he  pre- 
pares new  editions  from  time  to  time,  or  if  he  writes  several  books,  his  writ- 
ing and  editing  activities  would  be  a  trade  or  business. 

A  person  may  engage  in  other  related  activities  which,  when  considered 
together  with  his  writing  activities,  may  be  a  trade  or  business.  For  example, 
a  college  professor  who  writes  a  book  on  business  administration  and  who 
gives  lectures  and  advice  to  business  groups  on  the  same  subject  probably 
would  be  in  a  trade  or  business. 
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1015.  GENERALLY,  NONPROFESSIONAL  FIDUCIARIES  (i.e.,  per 
sons  who  serve  as  executor  or  administrator  in  isolated  instances,  and  then 
as  personal  representative  for  the  estate  of  a  deceased  friend  or  relative) 
are  not  engaged  in  a  trade  or  business  unless  all  of  the  following  conditions 
are  met : 

A.  There  is  a  trade  or  business  among  the  assets  of  the  estate;  and 

B.  The  executor  actively  participates  in  the  operation  of  this  trade  or 
business;  and 

C.  The  fees  of  the  executor  are  related  to  the  operation  of  the  trade  or 
business. 

Activities  of  an  executor  of  a  single  estate  may  be  a  trade  or  business  if 
they  are  of  sufficient  scope  and  duration.  This  may  occur  when  he  manages 
an  unusually  large  estate  which  requires  extensive  management  activities 
over  a  long  period  of  time. 

1016.  A  beneficiary  of  a  trust  which  operates  a  trade  or  business  is  not 
engaged  in  the  trade  or  business  because  the  trust  rather  than  the  beneficiary 
is  engaged  in  the  activity.  However,  a  trade  or  business  which  is  carried  on 
by  a  conservator,  committee,  or  guardian  on  behalf  of  an  incompetent  is 
considered  to  be  carried  on  by  the  incompetent  even  if  he  has  been  legally 
adjudged  to  be  incompetent. 

1017.  Where  an  estate  is  being  administered  and  a  business  belonging 
to  the  estate  is  carried  on  during  the  period  of  administration,  it  is  carried 
on  by  the  estate.  The  income  from  the  business  is  income  of  the  estate  and 
not  the  heirs.  This  is  true  even  if  one  or  more  of  the  heirs  does  the  actual 
work  and  keeps  the  proceeds  and  even  if  he  is  the  administrator  of  the  estate. 
Such  work  may,  however,  be  a  separate  trade  or  business.  Pay  specifically 
designated  as  being  for  work  in  running  the  business,  as  distinguished  from 
an  amount  received  as  a  distribution  of  estate  assets  to  an  heir,  is  earnings 
from  self -employment.  See  also  §  1015  for  rules  where  the  administrator 
runs  the  business. 

1018.  STAR  ROUTE  MAIL  CARRIERS,  contract  mail  messengers,  con- 
tract postal  station  operators,  and  contract  postal  branch  operators  work  on  a 
contract  basis  and  are  self-employed  unless  determined  by  the  Post  Office 
Department  to  be  employees  of  that  Department. 

1019.  AN  OWNER  OF  LAND  IS  NOT  NECESSARILY  THE  OPERA- 
TOR OF  THE  BUSINESS  conducted  on  his  land  depending  on  the  facts 
of  the  case.     Some  of  the  facts  that  show  he  is  a  landlord  are : 

A.  His  right  of  entry  on  the  land  is  limited  to  his  right  to  protect  and 
maintain  his  property ;  and 

B.  The  person  occupying  the  land  has: 

1.  Right  to  possession  of  the  land; 

2.  Right  to  use  of  the  land  for  his  own  purposes; 
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3.  Right  to  use  and  possession  for  a  definite  period  of  time ; 

4.  Obligation  to  pay  rent ; 

5.  Right  to  sublease; 

6.  Control  over  the  running  of  the  business. 

An  owner  of  land  can  enter  on  it  to  prevent  waste,  make  repairs,  etc.  In 
the  case  of  a  farm,  he  may  take  part  in  formulating  the  farm  plan,  furnish 
supplies  and  equipment,  share  in  the  cost  of  seed,  fertilizer,  and  other 
expenses  for  maintaining  the  fertility  of  the  land  or  increasing  its  yield,  and 
he  may  require  the  practice  of  good  husbandry.  Neither  the  exercise  of 
these  rights  nor  the  furnishing  of  these  goods  is  inconsistent  with  the 
existence  of  a  landlord-tenant  relationship.  However,  the  landlord's  rental 
income  counts  for  social  security  if  he  materially  participates  in  the  crop 
production.     See  §§  1121-1132. 

1020.  A  SHARE-FARMER  IS  A  SELF-EMPLOYED  PERSON.    A 

share-farming  arrangement  exists  if  all  of  the  following  elements  are 
present: 

A.  The  share-farmer  undertakes  to  produce  a  crop  or  livestock, 

B.  On  the  landowner's  farm,  for  which 

C.  He  will  receive  a  share  of  the  crop  or  livestock  or  a  share  of  the 
proceeds  from  their  sale,  and 

D.  The  amount  of  his  share  depends  upon  the  amount  of  the  crop  or  the 
number  of  the  livestock  produced. 

If  any  one  of  these  elements  is  not  present,  a  "share-farming"  relationship 
does  not  exist.  There  may,  however,  be  a  landlord-tenant  relationship,  or 
the  person  may  be  an  employee  of  the  landowner,  or  a  partnership  or  joint 
venture  may  exist  between  them. 

1021.  The  phrase  "undertakes  to  produce  a  crop  or  livestock" 

means  to  perform  or  assume  responsibility  for  the  performance  of  sub- 
stantially all  of  the  physical  labor  incident  to  the  production  of  the  farm 
product.  This  means  that  the  tenant  generally  has  responsibility  for  per- 
forming the  work  of  caring  for  the  crop  from  its  beginning  up  to  and  in- 
cluding its  harvesting.  Under  certain  circumstances,  however,  the  production 
of  a  crop  would  not  include  the  planting  of  the  crop.  For  example,  with 
regard  to  fruit  raising  operations,  the  planting  or  setting  out  of  fruit  trees, 
bushes,  or  plants  may  have  been  done  by  the  landowner  in  a  former  year. 
This  fact  would  not  alter  the  relationship  of  parties  to  a  share-farming 
arrangement  with  regard  to  the  fruit  crop. 

Under  other  circumstances,  the  landowner  might  undertake  to  harvest  or 
sell  the  crop  to  be  produced.  However,  if  the  person  who  has  undertaken 
"to  produce  a  crop"  has  the  responsibility  for  planting  and  raising  the  crop 
or  caring  for  the  crop  or  livestock  during  substantially  all  of  the  growing 
period  of  the  commodity  or  livestock,  this  element  of  a  share-farming  ar- 
rangement would  still  be  met. 

The  "producing  of  a  crop  or  livestock"  does  not  include  such  specialized 
activities  as  custom  sheep  shearing,  custom  harvesting,  dusting,  or  custom 
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cultivating.  A  share-farming  arrangement  is  one  where  the  share-farmer 
engages  to  perform  the  labor  for  the  production  of  the  crop.  It  is  not  one 
in  which  the  landowner  agrees  to  participate  in  the  day-to-day  physical 
labor  in  the  production  of  the  crop  or  livestock. 

1022.  If  a  partnership  or  joint  venture  exists  between  the  farm  owner 
and  the  farm  operator,  the  arrangement  does  not  contemplate  that  the 
operator  engages  by  himself  to  "produce  the  crop  or  livestock,"  even 
though  the  agreement  may  name  one  partner  to  do  the  physical  work  and 
the  other  to  contribute  his  capital,  credit,  management  services,  etc.  In 
this  case  both  parties  are  farm  operators  and  self-employed.  If  both  the 
farm  owner  and  the  person  working  the  land  are  involved  in  the  manage- 
ment and  control  of  the  farm  operations  or  in  the  day-to-day  operations  of 
the  farm,  they  may  be  partners.  Some  guides  as  to  the  existence  of  a 
partnership  are  set  out  in  §§  1007-1012. 

1023.  THE  TERM  "TRADE  OR  BUSINESS"  does  not  include  the  fol- 
lowing for  social  security  purposes : 

A.  Work  as  an  employee  (except  newspaper  vendors  who  are  18  years  of 
age  or  over) ; 

B.  Work  as  an  employee  or  employee  representative  covered  by  the  Rail- 
road Retirement  System; 

C.  Work  as  a  public  official; 

D.  Work  performed  by  a  doctor  of  medicine  in  the  exercise  of  his  profes- 
sion; and 

E.  Work  by  ordained,  commissioned,  or  licensed  ministers,  members  of 
religious  orders,  and  Christian  Science  practitioners  who  have  not 
elected  to  be  covered. 

1024.  Newspaper  vendors  who  are  18  years  of  age  or  over  are  covered 
as  self-employed  persons  if  they  are  excluded  from  coverage  as  employees 
under  the  rules  stated  in  §  §  829-830.  Newspaper  vendors  under  18  years  of 
age  are  considered  to  be  self-employed  only  if  they  are  not  employees. 

1025.  The  performance  of  functions  of  a  public  office  is  excluded 
by  the  social  security  law  from  the  term  "trade  or  business."  A  "public 
office"  includes  any  elective  or  appointive  office  of  the  Federal  Govern- 
ment, of  a  State  or  its  political  subdivisions,  or  of  a  wholly  owned  instru- 
mentality of  any  one  or  more  of  the  foregoing.  These  include,  among  many 
others,  the  President,  the  Vice  President,  the  Secretary  of  State,  Governor, 
mayor,  Member  of  Congress,  State  representative,  county  commissioner, 
judge,  county  or  city  attorney,  marshal,  sheriff,  register  of  deeds,  and  notary 
public.  If  a  public  official  engages  in  an  activity  which  is  not  part  of  the 
function  of  the  public  office,  the  income  from  that  activity  may  be  covered. 

A  public  official  may  he  covered  as  an  employee  of  a  State  or  local 
government  under  the  conditions  set  out  in  chapter  9. 

1026.  Official  reporters  in  the  Federal  courts  receive  a  salary  in  their 
capacity  as  employees  of  the  Federal  Government.     They  are  also  paid  fees 
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by  the  litigants  for  furnishing  copies  of  transcripts.  The  fees  are  not  pay  for 
work  as  a  public  employee  or  public  official,  but  are  coimted  as  income  from 
a  trade  or  business.  The  salary  paid  the  employee  is  not  covered  by  social 
security  since  it  is  covered  by  the  Civil  Service  Retirement  System. 

The  status  of  fees  received  by  official  reporters  in  State  courts  depends 
upon  the  wording  of  the  State  law  creating  their  positions.  Work  which 
the  State  law  requires  to  be  done  is  performed  by  the  reporter  in  his  capacity 
as  an  employee.  It  may  be  covered  by  social  security  only  if  the  job  is 
included  in  a  Federal-State  coverage  agreement  as  explained  in  chapter  9. 
Fees  for  work  not  required  by  the  State  law  would  normally  be  earnings 
from  self -employment  covered  by  social  security. 

1027.  Work  as  a  self-employed  doctor  of  medicine  is  excluded  from 
social  security  coverage.  A  doctor  of  medicine  is  one  who  holds  an  M.D. 
degree  (or  its  foreign  equivalent)  and  is  licensed  to  engage  in  the  practice 
of  medicine. 

A  doctor  of  medicine  (or  group  of  doctors)  may  operate  a  hospital  in 
which  his  patients  are  treated.  In  this  case,  the  doctor's  operation  of  the 
hospital  is  in  the  exercise  of  his  medical  profession.  But  if  the  doctor  runs 
the  hospital  as  a  service  to  other  doctors,  merely  providing  hospital  facilities 
for  their  use,  with  little,  if  any,  medical  services  performed  by  the  owner- 
doctor  for  his  own  patients,  a  separate  business  may  exist  which  may  be  cov- 
ered by  social  security. 

Some  doctors  of  medicine  sell  the  drugs  that  they  prescribe  to  their  own 
patients.  This  activity  is  considered  a  part  of  the  doctor's  practice  unless 
it  is  in  fact  a  separate  drug  business.  A  doctor  may  have  a  pathology 
laboratory.     This  also  is  a  part  of  his  practice. 

1028.  A  minister,  member  of  a  religious  order,  or  Christian  Science 
practitioner  may  elect  to  have  service  performed  in  the  exercise  of  his 
ministry  or  profession  covered  by  social  security.  Those  who  elect  coverage 
are  treated  as  self-employed  persons  even  though  their  income  may  be  from 
work  as  employees. 

A  minister  must  be  duly  ordained,  commissioned,  or  licensed  by  a 
church  or  religious  organization.  (See  §§  842  and  843.)  A  member  of 
a  religious  order  who  has  taken  a  vow  of  poverty  cannot  elect  coverage 
of  his  services. 

A  Christian  Science  practitioner  is  a  member  in  good  standing  of  the 
Mother  Church,  The  First  Church  of  Christ,  Scientist,  in  Boston,  Mass.,  and 
practices  healing  in  accordance  with  the  teachings  of  Christian  Science. 
Christian  Science  practitioners  are  specifically  exempted  from  licensing  by 
State  laws.  Some  Christian  Science  practitioners  also  do  work  as  Christian 
Science  teachers  or  lecturers.  Income  received  by  practitioners  as  teachers 
or  lecturers  is  treated  the  same  as  income  from  their  work  as  a  practitioner. 
Christian  Science  readers  have  the  status  of  ordained,  commissioned,  or 
licensed  ministers,  and  can  elect  coverage  in  the  same  way  as  ministers. 
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Chapter  11 


NET  EARNINGS  FROM 
SELF-EMPLOYMENT 


1100.  Net  earnings  from  self-employment  defined. 

1101.  Self-employment  income  defined. 

1102.  Gross  business  income  defined. 

1103.  Death  of  partner  before  end  of  partnership  taxable  year. 

1104.  All  business  expenses  must  be  deducted. 

1105.  Stock  dividends  and  interest  on  bonds. 

1106.  Interest  received  by  dealer  in  stocks  or  securities. 

1107.  Interest  received  by  investor  in  stocks  and  bonds. 

1108.  Interest  and  dividends  received  by  stock  broker. 

1109.  Dividends  and  interest  received  by  paitnerships. 

1110.  Capital  gain  or  losses  excluded. 

1111.  Rental  allowance  of  minister. 

1112.  Computing  net  earnings  of  ministers  serving  abroad. 

1113.  Rentals  from  real  estate  excluded. 

1114.  Rent  received  by  real  estate  dealer. 

1115.  Rent  received  by  real  estate  broker. 

1116.  Room  and  apartment  rentals. 

1117.  Services  normally  provided  by  landlords. 

1118.  Services  rendered  for  convenience  of  occupant. 

1119.  Payment  for  space  in  parking  lots,  warehouses,  etc. 

1120.  Rental  income  from  two  or  more  operations. 

1121.  Farm  rental  income  counts  if  landlord  materially  participates. 

1122.  Farm  rental  agreement  must  provide  for  participation. 

1123.  Four  tests  for  material  participation. 

1124.  Test  1 — Financial  contribution,  periodic  inspection,  and  consultation. 

1125.  Significance  of  financial  contribution. 

1126.  Costs  of  production  defined. 

1127.  Periodic  inspection  of  production  defined. 

1128.  Advice  and  consultation  defined. 

1129.  Combination  of  factors  showing  material  participation  required. 

1130.  Test  II — Making  decisions  affecting  success  of  enterprise. 

1131.  Test  III — 100  hours  of  work  over  5  week  period. 

1132.  Test  IV — Total  activities  considered  if  other  tests  not  met. 

1133.  Grazing  income. 

1134.  Income  from  sale  of  farm  products  raised  in  prior  years. 

1135.  Soil  bank  payments. 

1136.  Optional  methods  of  figuring  net  farm  earnings. 

1137.  Gross  farm  income  for  optional  method  of  reporting. 

1138.  Landlord's  share  of  crop  not  includible  in  gross  income  of  share-farmer. 

1139.  Only  farm  income  may  be  included  in  gross  farm  income. 

1140.  Income  from  all  farm  operations  must  be  treated  similarly. 

1141.  Combining  farm  and  nonfarm  net  earnings  from  self-employment. 

1142.  Table  summarizing  efiEect  of  optional  method. 

1143.  Optional  method  before  1957. 

1144.  Changing  method  used  to  figure  net  farm  earnings. 
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1100.  NET  EARNINGS  FROM  SELF-EMPLOYMENT  ARE,  with  cer- 
tain exceptions,  the  total  gross  income,  as  computed  under  the  income  tax 
law,  derived  by  an  individual  from  a  trade  or  business,  less  the  deductions 
(including  the  allowances  for  depreciation)  attributable  to  such  trade  or 
business  which  he  is  allowed  to  take  in  computing  his  income  tax.  When 
he  has  more  than  one  business,  net  earnings  are  the  combined  net  profits 
or  losses  realized  from  both  or  all  of  his  businesses.  Net  earnings  also 
include  the  distributive  shares  of  ordinary  net  income  (or  loss)  from  partner- 
ships. If  an  item  of  income  cannot  be  included  in  gross  earnings  from 
self-employment,  the  expenses  connected  with  the  acquisition  of  such 
income  cannot  be  allowed  as  deductions  in  figuring  net  earnings  from  self- 
employment. 

The  meanings  of  terms  applicable  to  the  computation  of  income  for 
income  tax  purposes  are  also  applicable  to  the  computation  of  net  earnings 
from  self-employment.  For  information  regarding  the  computation  of 
income  subject  to  income  and  self -employment  taxes  see  the  tax  guides 
available  from  the  District  Director  of  Internal  Revenue,  especially:  Farmer's 
Tax  Guide,  Internal  Revenue  Service  Publication  No.  225,  and  Tax  Guide 
for  Small  Business,  Internal  Revenue  Service  Publication  No.  334. 

1101.  SELF-EMPLOYMENT  INCOME  MEANS  the  net  earnings  from 
self-employment  of  an  individual  for  a  taxable  year,  with  the  following 
qualifications: 


A.  The  net  earnings  for  the  taxable  year  must  be  at  least 

B.  The  trade  or  business  must  be  covered  by  social  security ; 

C.  The  earnings  must  not  have  been  derived  by  a  nonresident  alien; 

D.  Self-employment  income  cannot  exceed  $4,800  ($4,200  for  taxable 
years  ending  before  1959  and  after  1954;  $3,600  for  taxable  years 
beginning  after  1950  and  ending  before  1955),  less  the  wages  subject 
to  social  security  tax  paid  the  individual  during  the  taxable  year. 

Net  earnings  from  self-employment  and  self-employment  income 
are  not  the  same.  Only  that  part  of  net  earnings  which  is  included  in  the 
term  "self -employment  income"  is  subject  to  social  security  tax  and  counted 
for  social  security  benefit  purposes.  (However,  even  if  net  earnings  do 
not  count  for  these  purposes,  they  are  included  in  figuring  the  number  of 
benefits  which  must  be  withheld  under  the  annual  earnings  test.  See 
chapter  17.) 

1102.  Gross  business  receipts  for  social  security  purposes  include,  among 
other  things,  professional  fees  received,  compensation  for  services  (other 
than  as  an  employee),  pay  for  work  done  on  contract,  and  income  from 
the  sale,  exchange,  or  conversion  of  goods  held  for  sale  in  the  ordinary 
course  of  business.  It  does  not  include  income  from  the  sale,  exchange,  or 
conversion  of  business  assets  which  are  not  part  of  business  inventory,  such 
as  delivery  trucks  and  ofiice  equipment.  Dividends,  interest,  capital  gains 
and  losses,  and  rental  income  from  real  property  are  also  generally  ex- 
cluded.    In  computing  gross  income,  the  cost  of  goods  which  a  person 
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takes  from  his  business  for  personal  and  family  use  must  be  excluded  from 
the  total  amount  of  merchandise  bought  for  sale. 

1103.  When  a  partner  dies  and  the  partnership  taxable  year  is  not  ended 
with  his  death,  a  proportionate  share  of  the  partnership's  profit  or  loss 
(excluding  that  part  attributable  to  his  interest  in  the  partnership  for 
months  after  the  month  he  died)  is  credited  to  the  deceased  partner.  This 
distributive  share  of  the  deceased  partner  is  figured  as  if  the  partnership 
profit  had  been  made  (or  loss  sustained)  at  a  uniform  rate  for  each  month 
of  the  partnership  taxable  year. 

Example:  A,  B,  and  C  were  partners  sharing  in  profits  and  losses  in 
the  proportions  of  2/9,  3/9,  and  4/9  respectively;  however,  A  had  a 
guaranteed  payment  of  $2,400  a  year  because  of  his  investment  in  the 
business.  A  died  10/15/58.  During  the  partnership  taxable  year  which 
ended  6/30/59,  the  partnership  profit  amounted  to  S  15,000.  Deducting 
A's  share  due  to  his  capital  interest  leaves  S12,600  or  Sl,050  per  month. 
A  is  entitled  to  2/9  of  Sl,050  for  4  months  or  S933.33.  He  is  also  en- 
titled to  4/12  of  the  S2,400  guaranteed  payment  due  to  his  interest  in 
the  business.  Adding  $800  to  $933.33  gives  $1,733.33  as  A's  distributive 
share  of  partnership  earnings  which  is  creditable  for  social  security  pur- 
poses for  the  year  of  his  death. 

1104.  ALL    ALLOWABLE    BUSINESS    EXPENSES    MUST    BE 

TAKEN  in  computing  net  earnings  from  self -employment.  The  operator  of 
a  business  who  becomes  liable  for  a  business  expense  must  take  the  deduc- 
tion even  though  actual  payment  of  the  expense  is  made  by  someone  else. 
For  example,  if  a  father  rents  the  property  where  he  conducts  his  business 
and  the  son  pays  the  rent,  the  rental  expenses  must  be  deducted  by  the  father 
because  he  became  liable  for  the  expense.  On  the  other  hand,  if  the  son 
owned  the  property  where  the  business  was  being  conducted,  expenses  such 
as  taxes,  insurance,  repairs,  etc.,  paid  by  the  son  in  connection  with  the  prop- 
erty cannot  be  taken  by  the  father  because  the  father  did  not  become  liable 
for  them. 

A  deduction  for  an  expense  must  be  taken  even  though  it  is  paid  with 
something  other  than  cash.  Expenses  paid  in  property  are  deductible, 
usually  in  the  amount  of  the  cost  or  "adjusted  basis"  (generally  its  cost 
less  the  amount  it  has  depreciated)  of  the  property  transferred. 

1105.  DIVIDENDS  ON  STOCK  AND  INTEREST  ON  BONDS  DO 
NOT  COUNT  FOR  SOCIAL  SECURITY  unless  they  are  received  in  the 
course  of  business  by  a  dealer  in  stocks  or  securities.  The  term  "bond" 
includes  debentures,  notes,  certificates,  and  other  evidence  of  indebtedness 
issued  with  interest  coupons  or  in  registered  form.  Bonds  also  include 
government  bonds. 

Interest  received  in  the  course  of  business  on  securities  other  than  bonds 
does  count  for  social  security.  For  example,  interest  received  by  a  pawn- 
broker on  his  loans  and  interest  received  by  a  merchant  on  his  accounts  or 
notes  receivable  are  included. 
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1106.  A  dealer  in  slocks  or  securities  is  one  who  regularly  engages  in 
buying  stocks  and  bonds  in  his  own  name  and  selling  them  to  his  customers 
for  a  profit.  He  does  not  buy  for  the  purpose  of  obtaining  dividends  or 
interest.  He  buys  for  "stock  in  trade"  as  another  merchant  buys  drugs  or 
dresses  or  groceries. 

The  dividends  and  interest  that  a  dealer  in  securities  receives  from  stocks 
and  bonds  while  they  are  in  his  inventory  are  earnings  from  self-employ- 
ment. Securities  bought  by  a  dealer,  which  are  not  held  for  resale,  are 
not  part  of  his  trade  or  business.  They  are  his  personal  investment,  and  the 
interest  and  dividends  he  receives  do  not  count  as  earnings  from  self- 
employment. 

1107.  Interest  and  dividends  received  by  a  trader  or  other  person 
who  holds  stocks  and  bonds  as  an  investment  are  not  counted  for  social 
security.  A  person  who  is  not  a  dealer  in  securities  may  buy  and  sell  stocks 
and  bonds  either  for  investment  or  in  order  to  make  a  profit  as  a  trader.  A 
"trader"  is  a  person  who  buys  and  sells  for  his  own  account  only. 

1108.  A  stock  broker  buys  and  sells  stocks  and  bonds  as  an  agent  of  the 
actual  owners.  He  does  not  buy  or  sell  in  his  own  name;  his  profit  comes 
from  his  commissions. 

Frequently  a  dealer  in  securities  will  also  be  a  broker.  In  that  case  both 
his  profits  as  a  broker  and  his  profits  as  a  dealer  in  securities  are  included  in 
net  earnings.  Dividends  and  interest  paid  him  on  securities  while  they  were 
part  of  his  stock  in  trade  are  counted. 

1109.  Partnerships  are  treated  like  individuals  when  it  comes  to  the  divi- 
dend and  interest  exclusion.  Dividends  and  interest  on  securities  held  for 
investment  are  excluded  from  net  earnings  of  the  partners.  However,  if  a 
partnership  is  in  business  as  a  securities  dealer,  income  on  the  securities 
held  for  resale  by  the  partnership  is  included  as  net  earnings  of  the  partners. 

1110.  A  CAPITAL  GAIN  OR  LOSS  IS  NOT  COUNTED  FOR  SO- 
CIAL SECURITY.     A  capital  gain  or  loss  generally  arises  from: 

A.  The  sale  or  exchange  of  a  capital  asset ;  or 

B.  The  cutting  of  timber  or  disposal  of  timber  or  coal  if  §§  631  and  123 
of  the  Internal  Revenue  Code  of  1954  (§  117  of  the  Internal  Revenue 
Code  of  1939)  applies;  or 

C.  The  sale,  exchange,  involuntary  conversion,  or  other  disposition  of 
property  which  is  not : 

1.  Stock  in  trade  or  other  property  of  a  kind  that  would  properly  be 
includible  in  inventory  if  it  was  on  hand  at  the  close  of  the  taxable 
year;  or 

2.  Property  held  primarily  for  sale  to  customers  in  the  ordinary  course 
of  business. 

1111.  A  MINISTER  WHO  HAS  ELECTED  TO  BE  COVERED  by 

social  security  must  include  in  his  net  earnings  from  self -employment  for 
taxable  years  ending  on  or  after  12/31/57 : 
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A.  The  rental  value  of  a  home  furnished  him  as  part  of  his  compensation ; 

B.  A  rental  allowance  paid  to  him  as  part  of  his  compensation  to  the 
extent  it  is  used  to  rent  or  provide  a  home. 

However,  the  Internal  Revenue  Code  excludes  these  items  from  taxable 
income  for  income  tax  purposes. 

1112.  A  minister  or  member  of  a  religious  order  serving  abroad 

must  figure  his  net  earnings  from  self -employment  exactly  as  though  he  were 
living  in  the  U.S.  if: 

A.  He  is  a  citizen  of  the  U.S.  employed  by  an  "American  employer" 
( §  864  defines  an  American  employer) ;  or 

B.  He  is  a  citizen  of  the  U.S.  performing  services  as  a  minister  and  has 
a  congregation  composed  predominantly  of  citizens  of  the  U.S. 

1113.  RENTALS  FROM  REAL  ESTATE  DO  NOT  COUNT  FOR 
SOCIAL  SECURITY  unless: 

A.  The  rentals  are  received  in  the  course  of  a  trade  or  business  by  a  real 
estate  dealer  (see  §§  1114-1115)  ;  or 

B.  Services  are  rendered  primarily  for  the  convenience  of  the  occupant 
of  the  premises  (see  §  1118) ;  or 

C.  In  the  case  of  farm  rental  income,  the  farm  landlord  materially  par- 
ticipates in  the  production  or  in  the  management  of  the  production  of 
farm  commodities  on  land  he  rents  to  someone  else  (see  §§  1121-1132) . 

1114.  A  real  estate  dealer  is  one  who  is  engaged  in  the  business  of  selling 
real  estate  for  a  profit.  Real  estate  is  his  stock  in  trade.  He  holds  himself 
out  as  available  to  buy  and  sell  property  and  he  is  regularly  engaged  in 
negotiating  sales  of  property  which  he  owns.  Rentals  from  real  estate  which 
he  is  holding  for  sale  in  the  ordinary  course  of  his  trade  or  business  are 
earnings  from  self-employment.  The  profit  he  gets  from  selling  the  real 
estate  is  also  earnings  from  self -employment. 

Property  held  for  personal  use  or  as  investment  is  not  held  for  sale. 
Rentals  received  from  such  property  are  not  considered  earnings  from  self- 
employment  because  they  are  not  received  in  the  regular  course  of  a  trade  or 
business.     Such  property  is  not  "stock  in  trade." 

1115.  A  real  estate  broker  buys,  sells,  and  rents  properties  owned  by 
someone  other  than  himself.  He  acts  as  agent  and  is  paid  a  fee  for  his 
services.  These  fees  are  included  in  his  earnings  from  self-employment. 
He  may  also  take  title  in  his  own  name  to  some  properties  until  he  can  find 
a  buyer.  Income  from  the  sale  or  rental  of  these  properties  must  be  included 
in  his  earnings  from  self -employment. 

1116.  Income  from  renting  rooms  or  apartments  does  not  count  for 
social  security  unless  personal  services  are  rendered  primarily  for  the  con- 
venience of  the  occupant.     Income  from  renting  property  for  business  or 
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commercial  use,  such  as  a  store,  factory,  ofi5ce  space,  etc.,  is  excluded  from 
earnings  from  self -employment  regardless  of  the  amount  of  services  rendered 
for  the  convenience  of  the  tenant. 

1117.  Services  of  the  type  which  are  normaUy  provided  by  land- 
lords in  maintaining,  protecting,  or  improving  the  premises  do  not  count 
toward  covering  the  rental  income  under  social  security^  These  include 
furnishing  heat,  light,  water,  elevators,  painting,  repairing  and  redecorating, 
maintaining  and  replacing  items  furnished,  collecting  trash  and  garbage, 
cleaning  hallways,  common  bathrooms  and  entrances,  and  cleaning  the 
premises  after  the  tenant  leaves. 

1118.  If  services  are  rendered  primarily  for  the  convenience  of  the 
occupant  of  the  dwelling  space,  the  rental  income  is  counted.  These  serv- 
ices may  consist  of  room  service,  making  beds,  furnishing  linens  and  towels, 
providing  laundry  service,  preparing  and  serving  meals,  sweeping  and  mop- 
ping floors,  dusting  and  cleaning,  washing  dishes,  cleaning  bathroom  fixtures, 
emptying  wastebaskets,  and  picking  up  and  replacing  scattered  or  misplaced 
articles. 

No  particular  service  or  combination  of  these  services  will  necessarily 
cause  the  income  to  be  counted  for  social  security.  Each  case  must  be 
considered  by  itself. 

1119.  Payments  for  the  use  or  occupancy  of  space  in  parking  lots, 

warehouses,  or  storage  garages,  generally  are  not  excluded  from  social 
security  as  rentals  from  real  estate. 

1120.  Rental  income  from  two  or  more  types  of  operations  is  treated 
separately  in  figuring  net  earnings  from  self-employment.  Rental  income 
does  not  count  for  social  security  even  if  the  person  has  income  from  other 
property  such  as  a  boardinghouse  which  is  includible  in  earnings  from 
self -employment. 

Some  persons  rent  part  of  their  property  with  significant  services  furnished 
and  part  without  such  services.  Income  from  the  property  rented  with 
services  is  counted  while  the  income  from  the  other  property  is  not  counted. 
The  expenses  attributable  to  each  type  of  operation  should  be  charged 
accordingly. 

1121.  FARM  RENTAL  INCOME  counts  as  net  earnings  from  self-em- 
ployment if,  in  accordance  with  the  rental  arrangement,  the  landlord  mate- 
rially participates  in  the  production  or  management  of  the  production  of 
the  crop  or  livestock.  Rental  income  received  by  landlords  who  do  not 
materially  participate  does  not  count  for  social  security.  ("Landlord" 
means  anyone  who  has  rented  land  to  another  individual,  whether  the  land 
is  owned  by  him  or  rented  by  him  from  a  third  party.) 

1122.  The  farm  rental  arrangement  must  contemplate  that  the 
landlord  will  materially  participate  in  the  production  of  the  farm  com- 
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modities.  The  arrangement  as  to  material  participation  may  be  in  writing 
or  it  may  be  oral.  If  the  agreement  is  oral,  the  landlord  must  be  able  to 
prove  that  the  arrangement  provides  for  material  participation  by  him. 

The  arrangement  is  the  mutual  understanding  between  the  land- 
lord and  the  tenant.  In  some  cases,  the  written  agreement  or  lease  may 
not  cover  aU  the  details  of  the  understanding  between  the  landlord  and 
the  tenant.  If  the  written  agreement  is  supplemented  by  an  oral  agreement 
which  calls  for  the  landowner's  participation,  material  participation  may 
be  established  if  the  landlord  participated  in  line  with  the  agreement. 

1123.  There  are  4  tests  which  are  used  in  determining  whether  a  land- 
lord is  materially  participating  in  the  production  of  farm  commodities. 
These  tests  are  set  out  in  §§  1124-1132. 

1124.  Under  Test  I  material  participation  is  established  if  the  land- 
lord has  an  arrangement  for  participation  and  does  any  3  of  the  following: 

A.  Advances,  pays,  or  stands  good  for  a  significant  part  of  the  cost  of 
production. 

B.  Furnishes  a  significant  part  of  the  tools,  equipment,  and  livestock  used 
in  producing  the  commodities. 

C.  Makes  periodic  inspections  of  the  production  activities. 

D.  Advises  and  consults  with  the  tenant  periodically. 

1125.  There  is  no  precise  amount  which  can  be  called  a  significant 
part  of  the  cost  of  production  or  of  the  tools,  equipment,  and  livestock.  One- 
half  or  more  of  the  tools,  equipment,  and  livestock  used  in  producing  the 
commodity  or  one-half  or  more  of  the  costs  of  producing  the  commodity 
would  usually  be  a  significant  part.  Whether  any  percentage  less  than  50 
percent  is  a  significant  part  depends  on  all  of  the  facts. 

1126.  The  costs  of  production  are  those  expenses  that  relate  directly 
to  the  production  of  the  commodity,  such  as  feed,  seed,  plants,  fertilizer, 
fuel,  machinery  repair,  pesticides,  and  other  supplies. 

Living  expenses  paid  by  the  owner  for  the  tenant  and  his  family  are  not 
costs  of  production.  Also,  overhead  expenses  such  as  taxes,  depreciation, 
etc.,  are  not  costs  of  production  for  this  purpose.  In  addition,  the  value 
of  the  labor  furnished  by  the  tenant  cannot  be  counted  in  figuring  the  costs 
of  production  for  this  purpose. 

1127.  Periodic  inspection  of  the  production  activities  counts  toward 
material  participation  if  it  is  conducted  to  promote  production.  Thus,  for 
a  landlord's  inspection  activities  to  be  counted  they  must  be  for  the  purpose 
of  seeing  whether  the  farm  work  is  being  done  properly,  whether  anything 
else  needs  to  be  done,  or  when  it  should  be  done.  Mere  inspection  to  deter- 
mine the  condition  of  the  buildings,  fences,  or  other  improvements  does  not 
count.  The  nature  and  size  of  the  farming  activities  determine  how  often 
the  inspecting  needs  to  be  done.  Making  inspections  during  the  soil  prepara- 
tion, planting,  cultivating,  and  harvesting  seasons  counts  even  if  there  is 
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no  inspection  activity  during  some  of  the  growing  season.  By  itseK,  in- 
specting the  farming  activities,  regardless  of  how  often  it  is  done,  is  not 
enough.  However,  regular  and  frequent  inspection  of  the  production 
activities,  combined  with  other  things  showing  participation,  may  be  enough. 

1128.  Advice  and  consultation,  to  be  counted  toward  material  participa- 
tion, must  be  in  connection  with  what,  where,  when,  or  how  things  are  to  be 
done  in  producing  the  commodities.  It  need  not  be  connected  directly  with 
the  actual  planting,  cultivating,  and  harvesting  work  but  may  be  connected, 
for  instance,  with  deciding  what  crops  are  to  be  planted,  the  type  of  seed 
to  be  used,  how  much  fertilizer  or  spray  should  be  used,  when  and  at  what 
price  the  crops  should  be  sold,  etc.  Advice  and  consultation  does  not  count 
unless  the  arrangement  provides  for  it.  Advice  and  consultation  alone, 
regardless  of  how  frequent,  is  not  material  participation.  If  the  landlord  does 
other  things,  like  making  periodic  inspections  and  doing  some  of  the  work, 
this  may  be  enough,  with  his  advice  and  consultation,  to  be  material 
participation. 

1129.  Advancing,  paying,  or  standing  good  for  a  significant  part  of 
production  costs  or  furnishing  a  significant  part  of  the  equipment,  tools,  and 
livestock  helps  to  show  that  the  landlord  may  be  materially  participating, 
but  these  two  factors  alone  are  not  enough.  Even  paying  all  the  expenses 
and  furnishing  all  the  equipment,  tools,  and  livestock  are  not  enough  to 
establish  material  participation.  But  if  a  landlord  also  participates  in  some 
other  way  to  a  significant  degree,  such  as  periodically  inspecting  the  crop 
or  advising  and  consulting  with  the  tenant,  he  is  participating  to  the  required 
degree. 

1130.  Under  Test  II  a  landlord  may  be  materially  participating  if  he 
regularly  and  frequently  makes  decisions  which  significantly  affect  the  suc- 
cess of  the  enterprise.  Making  final  decisions  contributing  to  or  affecting  the 
success  of  the  enterprise,  such  as  what,  when,  and  where  to  plant,  cultivate, 
dust,  or  spray,  when  to  harvest  the  crop,  what  goods  to  buy,  sell,  or  rent, 
what  standards  to  follow,  what  records  to  keep,  reports  to  make,  bills  to  pay, 
etc.,  counts  toward  material  participation. 

1131.  Under  Test  III  a  landlord  is  materially  participating  if  he  works 
at  least  100  hours  spread  over  5  or  more  weeks  (not  necessarily  consecutive) 
on  activities  connected  with  the  production  of  the  crop.  If  he  does  less  than 
100  hours  of  work  or  works  in  less  than  5  different  weeks,  he  may  still  be 
materially  participating  if  the  work  he  does  adds  up  to  a  significant  contribu- 
tion to  the  production  of  the  crop.  If  the  work  is  not  enough,  in  itself,  to 
establish  material  participation,  it  is  considered  along  with  the  other  things 
he  does  which  help  establish  material  participation.  In  case  of  doubt,  the 
advice  of  the  nearest  social  security  district  office  or  the  District  Director 
of  Internal  Revenue  should  be  sought. 

The  landlord  does  not  have  to  help  with  the  actual  plowing,  hoeing,  etc. 
His  work  may  be  making  purchases,  keeping  the  records,  caring  for  the  live- 
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stock,  and  repairing  buildings,  fences,  and  farm  equipment  used  in  connec- 
tion with  the  production  of  the  crop.  However,  if  he  works  as  the  employee 
of  his  tenant,  for  which  he  is  paid  separately,  that  work  does  not  count  toward 
material  participation. 

1132.  Under  Test  IV  the  landlord's  total  activities  may  be  material  par- 
ticipation even  if  the  tests  in  §§  1124-1131  are  not  met.  Those  tests  are 
for  the  more  common  types  of  arrangements.  There  may  be  different  types 
of  situations  or  combinations  of  factors  that,  based  on  the  total  picture,  make 
for  material  participation.  Advice  regarding  any  doubtful  case  may  be 
obtained  from  the  nearest  social  security  district  office  or  the  District  Direc- 
tor of  Internal  Revenue. 

1133.  GRAZING  INCOME  may  be  earnings  from  self -employment  under 
certain  conditions.  Landowners  make  various  types  of  arrangements  for  the 
pasturing  of  livestock  on  their  land.  The  income  is  earnings  from  self- 
employment  if  the  landowners  perform  services  beyond  those  which  land- 
lords usually  perform  for  the  protection,  maintenance,  or  improvement  of 
their  own  land.  These  extra  services  may  include  regular  counting  of  the 
livestock,  looking  for  strays,  veterinary  services,  providing  food  and  water, 
protecting  the  livestock  from  exposure  to  disease  from  other  animals  in  the 
same  pasture,  or  any  other  services  showing  that  the  landowner  has  respon- 
sibility for  the  care  of  the  livestock. 

1134.  Income  from  the  sale  of  farm  products  grown  or  raised  in 
prior  years  is  earnings  from  self -employment.  This  is  so  even  if  the  farmer 
stopped  farming  before  the  year  in  which  he  received  the  income.  If  he 
sells  grain  in  1958  which  he  raised  in  1957,  he  has  earnings  from  self- 
employment  in  1958  even  if  he  stopped  farming  in  1957. 

1135.  Soil  Bank  payments  under  the  conservation  reserve  program  are 
made  to  farm  owners  and  operators  who  agree  to  withdraw  all  or  part  of 
their  land  from  production  and  engage  in  specified  conservation  practices  on 
the  land.  All  payments  under  this  program  to  farm  operators  are  includible 
in  computing  net  earnings. 

A  conservation  reserve  payment  received  by  a  landlord  from  a  rented  farm 
is  includible  in  net  earnings  only  if  the  landlord  meets  the  "material  par- 
ticipation" requirement  described  in  §§  1121-1132. 

During  the  years  1956  through  1958,  the  soil  bank  included  an  acreage 
reserve  program  as  well  as  the  conservation  reserve  program.  Acreage 
reserve  payments  are  includible  in  earnings  from  self-employment  under  the 
same  conditions  as  conservation  reserve  payments. 

1136.  THE  NET  EARNINGS  OF  FARMERS  are  computed  in  the  same 
way  as  those  of  other  taxpayers  except  for  the  options  available  to  farmers. 
These  optional  methods  operate  as  follows: 

A.  If  a  person  has  gross  income  from  farming  of  $1,800  or  less  during  a 
taxable  year,  he  may  count  as  his  net  earnings  from  farming  either  his 
actual  net  farm  earnings  or  two-thirds  of  his  gross  farm  income. 
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B.  If  a  person's  gross  income  from  farming  is  over  $1,800  and  his  net 
farm  earnings  are  less  than  $1,200  during  a  taxable  year,  he  may 
consider  his  net  earnings  from  farming  to  be  either  his  actual  net 
farm  earnings  or  $1,200. 

Example:  A  farmer's  gross  farm  income  was  $2,100  and  his  net  farm 
profit  was  $600.  He  may  report  either  $600  or  $1,200  as  his  net  farm 
earnings.  Even  if  he  had  operated  at  a  loss,  he  still  could  have  reported 
$1,200.  If  his  net  farm  profit  had  exceeded  $1,200,  he  would  have  no 
choice  but  to  report  his  actual  net  farm  profits  as  his  net  earnings  from 
farm  self -employment.     (See  §  1142  for  table  explaining  the  option.) 

The  optional  method  may  be  used  for  one  year  and  not  for  the  next.  If 
it  is  used,  it  must  be  applied  to  all  farm  earnings  from  self-employment 
for  the  year.  It  may  be  used  to  increase  or  decrease  net  farm  earnings  and 
it  may  be  used  even  if  the  farming  operation  resulted  in  a  loss. 

1 137.  Gross  farm  income  for  purposes  of  optional  reporting  is  com- 
puted as  follows: 

A.  For  a  single  proprietor,  the  gross  farm  profits  as  computed  on 
Schedule  F. 

B.  For  a  partner,  first,  the  gross  income  of  the  partnership  is  figured 
the  same  as  for  a  single  proprietorship.  Then,  the  gross  income  is 
allocated  to  each  partner  on  the  agreed  profit-sharing  basis.  But  if 
a  partner  received  guaranteed  payments  for  services  or  use  of  capital, 
each  partner's  gross  farm  income  is  determined  as  follows: 

1.  The  partnership's  gross  income  is  determined  as  for  a  single  pro- 
prietorship; and 

2.  The  total  of  all  guaranteed  payments  made  to  all  partners  for  serv- 
ices or  use  of  capital  is  deducted  from  the  partnership's  gross 
income;  and 

3.  The  balance  of  the  partnership  gross  income  is  allocated  to  each 
partner  on  the  agreed  profit-sharing  basis  (this  represents  each 
partner's  distributive  share  of  the  partnership's  gross  income)  ; 
and 

4.  The  partner  adds  his  own  guaranteed  salary  to  his  distributive  share 
of  the  partnership  gross  income.  The  total  represents  his  gross 
income  from  the  partnership. 

1138.  The  landlord's  share  of  a  crop  is  not  includible  in  the  gross 
farm  income  of  a  self-employed  share-farmer.  Thus,  where  the  share-farm.er 
turns  over  the  landlord's  share  of  the  crop  directly  to  him,  the  share-farmer 
must  exclude  the  value  of  such  share  from  his  gross  farm  income.  Likewise, 
where  the  share-farmer  sells  the  landlord's  share  as  well  as  his  own,  the 
amount  he  turns  over  to  the  landlord  must  be  excluded  from  the  share- 
farmer's  gross  farm  income.  In  these  situations,  the  share-farmer  acts  as  an 
agent  for  the  landlord. 
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1139.   Only  "farm"  earnings  can  be  used  in  figuring  gross  farm 
income. 

three  conditions  exist 


Income  from  the  sale  of  timber  is  farm  income  if  the  following 


A.  The  timber  was  grown  on  the  farm ; 

B.  The  income  from  the  timber  sales  is  not  treated  as  a  capital  gain ;  and 

C.  The  timber  operation  is  incidental  to  or  tied  in  with  the  operation  of 
the  farm  so  that  farming  and  timber  activities  constitute  one  business. 

When  a  farmer  receives  substantial  income  from  timber  sales  and  has  em- 
ployees who  are  assigned  to  work  only  in  timber  operations,  generally  he  has 
two  businesses — a  farm  and  a  timber  business.  In  that  case,  income  from 
the  timber  operations  is  not  considered  to  be  farm  income. 

1140.  All  farm  income  must  be  included  in  figuring  the  net  farm  earn- 
ings under  the  option,  i.e.,  the  income  from  all  the  farming  activities 
carried  on,  either  as  a  sole  proprietor  or  as  a  partner,  must  be  combined  and 
treated  as  if  it  had  been  derived  from  one  trade  or  business.  The  option 
cannot  be  used  for  one  farm  business  and  the  regular  method  for  another 
farm  business. 

1141.  A  farmer  who  has  net  earnings  or  losses  from  a  nonfarm 
business  must  combine  them  with  his  net  farm  earnings  (either  actual  or  as 
computed  under  the  option)  in  figuring  his  net  earnings.  Thus,  a  farmer 
having  gross  farm  income  of  $300  and  a  net  loss  from  the  farm,  may  still 
add  two-thirds  of  $300  (i.e.,  $200)  to  his  net  earnings  from  a  nonfarm 
business.  A  farmer  with  net  earnings  from  farming  of  $1,200  and  a  net 
loss  from  a  nonfarm  business  of  $1,000  has  net  earnings  of  only  $200  for 
the  year  and  so  has  no  self-employment  income  for  social  security  purposes 
for  the  year. 

1142.  The  following  table  summarizes  the  eflfect  of  the  optional 
method  of  figuring  the  amount  of  self-employment  income  to  be  reported 
ivhen  there  are  no  nonfarm  earnings  from  self -employment: 


If  the  gross  farm 

And  the  net  farm 
profit  is: 

The  self-employment  income  to  be 
reported  is: 

income  is: 

Regular 
method 

Optional  method 

Under  $600 

Under  $400 

$400  to  $599 

Under  $400 

$400  to  $1,800 

Under  $400 

$400  to  $1,199 

$1,200  and  over-- - 

None 

Actual  net 

None 

Actual  net 

None 

Actual  net 

Actual  net 

None. 

Under  $600           --    - 

None. 

$600  to  $1,800 

$600  to  $1,800 

More  than  $1,800 

More  than  $1,800 

More  than  $1,800 

Two-thirds  of  gross. 

Two-thirds  of  gross. 

$1,200. 

$1,200. 

Actual  net.i 

Option  cannot  be  used. 
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1143.  For  taxable  years  ending  before  12/31/56,  the  optional 
method  of  figuring  farm  net  earnings  was  as  follows: 

A.  When  the  gross  farm  income  was  not  more  than  $1,800,  the  amount  of 
the  optional  net  farm  earnings  was  50  percent  of  the  gross. 

B.  When  the  gross  fann  income  was  more  than  $1,800  but  the  actual  net 
was  less  than  $900,  the  optional  net  farm  earnings  were  $900. 

C.  The  optional  method  could  be  used  only  by  farmers  who  use  the  cash 
receipts  and  disbursement  basis  in  figuring  their  earnings. 

D.  The  optional  method  could  not  be  used  with  respect  to  income  from  a 
farm  partnership. 

E.  The  optional  method  could  not  be  used  if  the  gross  farm  income  was 
more  than  $1,800  and  the  actual  net  farm  profit  was  $900  or  more. 

1144.  The  method  used  to  figure  net  farm  earnings  may  be 
changed  (either  from  actual  net  to  optional  net  or  the  reverse)  after  the  tax 
return  has  been  filed.  The  change  can  be  effected  at  the  election  of  the  tax- 
payer, or  someone  qualified  to  act  on  his  behalf  if  he  is  incompetent  or 
deceased. 
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Chapter  12 


WAGES 


1200.  Wages  for  social  security  purposes. 

1201.  Maximum  earnings  creditable  in  any  one  year. 

1202.  Actual  or  constructive  payment  of  wages. 

1203.  Cash-pay  tests. 

1204.  Pay  for  work  for  nonprofit  organization. 

1205.  Pay  for  military  service  after  1956. 

1206.  Wage  credits  for  military  service  before  1957. 

1207.  Pay  for  railroad  work. 

1208.  Commissions  of  employee-salesmen. 

1209.  Renewal  commissions  of  life  insurance  salesmen. 

1210.  Payments  under  a  plan  or  system  for  retirement,  etc. 

1211.  Factors  which  show  existence  of  a  plan  or  system. 

1212.  Sick  pay  which  is  required  by  law  to  be  paid. 

1213.  Sick  pay  not  paid  under  plan  or  system. 

1214.  Payments  under  a  profit  sharing  plan  not  financed  by  a  trust  fund. 

1215.  Payments  from  or  to  a  tax-exempt  trust  fund. 

1216.  Payments  to  or  from  a  trust  fund  which  is  not  tax-exempt. 

1217.  Payments  from  or  to  a  tax-exempt  annuity  plan. 

1218.  Pensions  and  retirement  pay. 

1219.  Payments  after  retirement  age  where  no  work  performed. 

1220.  Advances  as  payment  of  wages. 

1221.  Loans  to  an  employee  as  payment  of  wages. 

1222.  Bonuses  and  wage  dividends. 

1223.  Back  pay. 

1224.  Dismissal  pay. 

1225.  Strike  benefits. 

1226.  Idle  time  pay. 

1227.  Vacation  pay. 

1228.  Veterans  training  pay. 

1229.  Tips. 

1230.  Prizes  and  awards  by  persons  other  than  employer. 

1231.  Taxes  withheld  from  employee's  pay. 

1232.  Traveling  expenses  as  wages. 

1233.  Traveling  expenses  defined. 

1234.  Traveling  expenses  must  be  identified  as  such. 

1235.  Equipment,  business  supplies,  and  services  customarily  furnished  by  employees. 

1236.  Payments  not  for  work  performed. 

1200.  "WAGES"  MEANS  PAY  RECEIVED  BY  AN  EMPLOYEE 
FOR  EMPLOYMENT  COVERED  BY  THE  SOCIAL  SECURITY  ACT 

unless  the  pay  is  specifically  excluded  by  the  law.  Pay  which  is  not  for 
covered  employment  is  not  wages  for  social  security  benefit  purposes,  but 
is  counted  as  earnings  for  the  retirement  test.     See  chapter  17. 

Wages  may  be  paid  in  cash  or  by  check,  promissory  note  or  in  other  media 
such  as  goods,  clothing,  board,  or  lodging,  with  the  exceptions  noted  in 
§  1203. 
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1201.  The  maximum  amount  of  wages  which  can  be  credited  to  a 
worker's  social  security  account  for  any  one  calendar  year  cannot  exceed: 

A.  $4,800  paid  in  a  year Beginning  with  1959. 

B.  $4,200  paid  in  any  of  the  years 1955-58. 

C.  $3,600  paid  in  any  of  the  years 1951-54. 

D.  $3,000  paid  in  any  of  the  years 1947-50. 

E.  $3,000  received  for  employment  in  any  of  the 

years 1940-46. 

F.  $3,000  received  from  each  employer  for  em- 

ployment in  any  of  the  years 1937-39. 

After  1946,  wages  for  computing  benefits  are  counted  in  the  year  in 
which  they  are  paid  even  if  they  were  earned  in  a  prior  year. 

1202.  Wages  must  be  actually  or  constructively  paid  to  be  credited  to 
a  particular  period.  Wages  must  be  paid  to  the  employee  or  to  a  third 
party  on  his  behalf.  Wages  earned  and  later  paid  to  a  survivor  or  the 
individual's  estate  in  the  quarter  of  death  (but  not  later)  are  treated  as 
wages  paid  to  the  individual  but  only  for  figuring  his  quarters  of  coverage. 
Wages  are  constructively  paid  when : 

A.  They  have  been  credited  or  set  apart  for  the  employee  without  any 
substantial  limitation  or  restriction  on  the  time  or  manner  or  condi- 
tion upon  which  payment  is  to  be  made,  and  are  available  to  him  so 
that  he  can  get  them  at  any  time ;  or 

B.  The  employer  intends  to  pay,  set  apart,  or  credit  the  wages,  is  able 
to  pay  them  when  due,  and  his  failure  to  do  so  is  due  to  clerical  error 
or  oversight  in  the  mechanics  of  payment. 

1203.  CASH  PAY  TESTS  which  put  certain  restrictions  on  what  pay  is 
counted  for  social  security  benefits  must  be  met  for : 

A.  Agricultural  labor — see  §  801. 

B.  Domestic  service  in  a  private  home — see  §  816. 

C.  Nonbusiness  or  casual  labor — see  §  825. 

D.  Some  services  by  homeworkers — see  §  729. 

When  the  cash  pay  tests  are  met,  all  cash  (including  the  qualifying 
amount)  is  counted.  All  cash  and  payments  in  kind  are  counted  if  the 
cash  pay  test  is  met  by  a  homeworker.  Payments  in  kind  are  not  counted 
for  services  in  (A) ,  (B) ,  and  (C)  above  even  if  the  cash  pay  test  is  met. 

When  the  cash  pay  test  is  not  met,  the  pay  is  not  counted  for  social 
security  benefits  even  if  it  is  paid  in  cash.  However,  all  the  pay  is  counted 
in  applying  the  retirement  test.      ( See  §  1706. ) 

Cash  pay  for  the  cash  pay  tests  includes  checks  and  other  monetary 
media  of  exchange.  It  does  not  include  payments  in  kind,  such  as  board 
and  lodging,  a  share  of  crops  or  animal  increase,  car  tokens,  clothing, 
transportation  passes  or  tickets.  Neither  does  it  include  the  furnishing  of 
goods  or  limited  credit  made  available  at  a  store  for  maintenance  of  the 
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employee  and  his  family.  However,  where  a  farming  agreement  provides 
that  the  proceeds  from  the  sale  of  the  crop  (and  not  the  crop  itself)  are  to 
be  divided,  that  portion  of  the  cash  proceeds  received  by  the  employee, 
either  from  the  farm  operator  or  the  purchaser,  is  counted  as  cash  pay. 
Cash  given  in  place  of  such  items  as  board  and  lodging,  car  tokens,  clothing, 
etc.,  is  cash  pay  and  is  included  in  wages  for  the  cash  pay  tests. 

1204.  WORK  FOR  NONPROFIT  ORGANIZATIONS  exempt  from 
Federal  income  tax  under  §  101  of  the  1939  Internal  Revenue  Code  or  under 
§  501  (a)  of  the  1954  Internal  Revenue  Code  is  also  subject  to  a  $50  minimum 
pay  test. 

//  the  worker  is  paid  at  least  $50  in  a  calendar  quarter,  the  pay 
counts  for  social  security.  The  pay  may  be  either  cash  pay,  or  payments 
in  kind,  or  both. 

//  the  pay  is  not  at  least  $50  in  cash  or  in  kind  during  the  calendar 
quarter,  it  is  not  counted  for  social  security  benefits;  however,  it  is  still 
counted  for  the  "retirement  test."     See  chapter  17. 

1205.  MILITARY  SERVICE  PERFORMED  AFTER  1956  is  covered 
by  social  security  the  same  as  civilian  employment.  Only  the  basic  pay  for 
active  duty  or  active  duty  for  training  can  be  counted.  Basic  pay  does 
not  include  such  items  as  the  value  of  food,  shelter,  clothing,  allowances, 
allotments,  special  pay,  or  incentive  pay.  Military  service  covered  by  social 
security  is  discussed  in  §  §  851-855. 

1206.  Wage  "credits"  are  granted  for  military  service  performed 
before  1957.  A  veteran  who  was  on  active  duty  in  the  military  or  naval 
forces  of  the  U.S.  after  9/15/40  and  before  1/1/57  may  be  eligible  for  wage 
credits  of  $160  for  each  month  of  active  duty  (see  §  856).  If  the  veteran 
died  before  7/27/54,  special  provisions  may  also  apply  in  determining  his 
insured  status.    These  are  explained  in  §  862. 

1207.  PAY  FOR  RAILROAD  WORK  ordinarily  is  not  counted  for  social 
security  purposes.  (Railroad  employees  have  a  special  and  separate  retire- 
ment system  administered  by  the  Railroad  Retirement  Board,  see  chapter 
20.)  However,  where  the  worker  has  less  than  10  years  of  railroad  service, 
and  in  some  survivorship  cases  where  the  worker  had  over  10  years  of 
railroad  service,  his  railroad  credits  are  transferred  to  social  security.  If 
he  is  insured  on  the  basis  of  the  combined  earnings,  benefits  will  be  paid 
under  the  social  security  program. 

1208.  COMMISSIONS  OF  EMPLOYEE-SALESMEN  are  wages  if  paid 
for  covered  employment.  Where  the  commissions  are  the  sole  pay  and  no 
advances  are  given,  the  calendar  quarter  in  which  the  commissions  are 
paid  is  the  quarter  to  which  they  are  credited.  Where  advances  are  made 
against  commissions  to  be  earned  in  the  future,  the  quarter  in  which  the 
advances  are  paid  is  the  quarter  to  which  they  are  credited  to  the  extent 
of  the  amount  advanced. 
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When  traveling  or  business  expenses  must  be  deducted  from  gross  pay  in 
determining  wages  for  a  quarter  (see  §  1232) ,  the  commissions  paid  in  such 
quarter  (or  the  advances,  if  greater)  are  the  gross  pay  from  which  the 
expenses  are  deductible. 

1209.  RENEWAL  COMMISSIONS  of  life  insurance  salesmen  are  wages 
when  paid  if  at  the  time  the  policy  was  written  the  salesman  was: 

A.  An  employee  under  the  common-law  test ;  or 

B.  An  employee  after  1950  under  the  test  for  full-time  life  insurance 
salesmen  set  out  in  §  727. 

It  does  not  matter  whether  or  not,  at  the  time  of  payment,  the  salesman 
is  an  employee  or  self-employed  or  whether  he  was  required  to  perform 
subsequent  services  in  connection  with  the  sale  of  the  policy.  His  status 
at  the  time  the  original  sale  was  made  determines  whether  the  renewal 
commissions  are  wages  even  though  he  has  retired  or  otherwise  ended  his 
employment  relationship.  Generally,  the  renewal  commissions  are  con- 
sidered to  have  been  earned  at  the  same  time  the  original  commission  was 
earned  if  the  salesman  was  an  employee  at  the  time  the  policy  was 
written. 

1210.  PAYMENTS  UNDER  A  PLAN  OR  SYSTEM  made  by  an  em- 
ployer to  or  on  behalf  of  an  employee  or  any  of  his  dependents  for  retire- 
ment, death,  sickness  or  accident  disability,  or  medical  or  hospitalization 
expenses  in  connection  with  sickness  or  accident  disability  are  not  wages. 
The  plan  must  provide  for  all  employees  generally  or  for  a  class  or  classes  of 
employees. 

Many  employer  plans  incorporate  the  following  features  with  a  greater 
or  lesser  degree  of  definitiveness : 

A.  Sets  a  definite  basis  for  determining  who  is  eligible,  such  as  length 
of  service,  occupation,  or  salary  classification ;  and 

B.  Sets  definite  standards  for  determining  the  minimum  duration  of 
payments;  and 

C.  Provides  a  formula  for  determining  the  minimum  amount  to  be  paid 
an  eligible  employee. 

Payments  under  a  plan  or  system  established  by  an  employer  solely  for 
dependents  of  his  workers  are  counted  as  wages  for  social  security  purposes. 
Dependents  include  the  worker's  husband,  or  wife,  children,  and  any  other 
members  of  the  immediate  family. 

1211.  The  existence  of  a  plan  or  system  is  shown  if: 

A.  The  plan  or  system  is  in  writing  or  is  otherwise  made  known  to  the 
employees.  (For  example,  through  the  medium  of  a  bulletin  board 
notice  or  the  long  and  established  practice  of  the  employer)  ;  or 

B.  There  is  a  reference  to  the  plan  or  system  in  the  contract  of  employ- 
ment;  or 
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C.  Employees  contribute  to  the  plan  or  system ;  or 

D.  There  is  a  special  fund  for  these  payments,  separate  and  apart  from 
the  salary  account;  or 

E.  The  employer  is  required  to  make  the  payments. 

1212.  Sick-pay  plan  in  compliance  with  compulsory  statutory  re- 
quirement.— ^Where  a  State  or  local  ordinance  providing  for  wages  regula- 
tion, or  a  decree  or  order  of  a  government  board  or  agency  administering 
the  statute  or  ordinance,  compels  a  private  employer  to  maintain  a  sick-pay 
plan  in  accordance  with  certain  prescribed  conditions  and  limitations,  the 
resulting  sick  payments  are  wages. 

Where  the  State  statute  or  local  ordinance  is  not  part  of  a  program  for 
regulating  wage  payments  but  deals  primarily  with  unemployment  benefits, 
workmen's  compensation  benefits,  etc.,  the  sick  payments  are  not  wages. 

1213.  Payments  for  sickness  and  disability  that  are  not  paid  under  a 
plan  or  system  established  by  the  employer  are  counted  as  wages  for  social 
security  purposes  if : 

A.  Paid  during  the  employment  relationship ;  and 

B.  Paid  before  the  end  of  6  calendar  months  after  the  last  month  in  which 
the  employee  worked. 

Payments  made  after  the  6-month  period  are  not  counted  as  wages  for 
social  security  purposes  even  though  the  employment  relationship  continues 
after  the  employee  has  stopped  working.  Generally,  payments  made  after  the 
employment  relationship  ends  are  not  counted;  however,  where  such  pay- 
ments are  made  as  extra  pay  for  past  work,  they  are  counted,  provided  they 
are  paid  before  the  end  of  the  6-month  period. 

1214.  PAYMENTS  UNDER  A  PROFIT-SHARING  PLAN  which  is 
not  financed  by  a  trust  fund  are  counted  as  wages  for  social  security  purposes, 
unless  specifically  excluded.  Some  profit-sharing  plans  provide  for  distribu- 
tion of  profits  at  stated  intervals,  for  example,  every  5, 10,  or  20  years.  They 
also  provide  that  if  the  employee  becomes  ill  or  ends  his  employment  between 
the  specified  distribution  dates,  the  amounts  to  his  credit  shall  be  paid  to  him 
at  that  time.  All  such  payments  are  counted  for  social  security  if  the  plan 
is  not  financed  by  a  trust  fund. 

1213.  Payments  from  or  to  a  trust  fund  that  is,  at  the  time  of  payment, 
exempt  from  tax  under  §  165(a)  of  the  Internal  Revenue  Code  of  1939  or 
§§  401  and  501(a)  of  the  Internal  Revenue  Code  of  1954  are  not  coimted  as 
wages  for  social  security  purposes  if  made  to  or  on  behalf  of  an  employee 
or  his  beneficiary. 

1216.  Payments  made  under  a  profit-sharing  plan  from  or  to  a 
trust  fund  which  is  not  tax-exempt  may  be  counted  as  wages  for  social 
security  purposes,  depending  on  the  nature  and  purpose  of  the  payment. 
For  example,  if  the  payment  is  in  the  nature  of  a  bonus  or  vacation  pay,  it  is 
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counted  for  social  security.  If  the  payment  is  made  on  account  of  sickness 
under  a  plan  or  system,  it  is  not  counted  for  social  security.  Payments  made 
by  the  employer  to  the  trust  fund  are  not  counted  for  social  security.  Pay- 
ments made  from  the  trust  fund  to  the  employee  can  be  counted  for  social 
security  only  to  the  extent  of  the  employer's  contribution  to  the  fund. 

1217.  PAYMENTS  MADE  UNDER  OR  TO  AN  ANNUITY  PLAN 

are  not  counted  as  wages  for  social  security  purposes  if: 

A.  Made  to  or  on  behalf  of  an  employee  or  his  beneficiary;  and 

B.  At  the  time  of  payment  the  plan  qualifies  for  an  exemption  imder 

§§  165(a)    (3),  (4),  (5),  and  (6)    of  the  Internal  Revenue  Code  of 
1939,  or  §§  401  and  501(a)  of  the  Internal  Revenue  Code  of  1954. 

1218.  PENSIONS  AND  RETIREMENT  PAY  are  not  counted  as  wages 
for  social  security  purposes.  When  these  benefits  are  paid,  the  employee  is 
not  expected  to  return  to  work  and  his  contract  of  employment  has  ended. 
Payments  to  an  employee  who  is  subject  to  call  are  not  pensions  or  retirement 
pay. 

1219.  Payments  after  retirement  age  to  a  person  who  continues  in  an 
employment  relationship  with  an  employer  are  not  counted  as  wages  for 
social  security  purposes  if : 

A.  The  employee  did  not  actually  work  for  the  employer  during  the  pay 
period;  and 

B.  The  pay  is  other  than  vacation  or  sick  pay. 

The  retirement  age  for  all  workers  was  age  65  before  11/56.     After  10/56 
the  retirement  age  is  65  for  men  and  62  for  women. 

1220.  ADVANCE  PAYMENTS  by  an  employer  to  an  individual  for  work 
to  be  done  in  the  future  are  counted  as  wages  for  social  security  purposes  if: 

A.  The  individual  does  the  work  or  part  of  it;  and 

B.  The  employer  considers  the  work  as  satisfaction  for  the  advances. 

1221.  LOANS  by  an  employer  to  an  employee  are  not  counted  as  wages 
for  social  security  purposes  unless  the  employee  pays  the  debt  by  his  work 
in  covered  employment. 

1222.  BONUSES  AND  WAGE  DIVIDENDS  are  counted  as  wages  for 
social  security  purjx)ses. 

1223.  BACK  PAY  means  pay  received  in  one  period  for  actual  employ- 
ment in  an  earlier  period.  Back  pay,  except  penalties,  is  wages  if  paid  under 
a  statute  such  as  the  National  Labor  Relations  Act,  the  Fair  Labor  Standards 
Act,  and  other  Federal  and  State  laws  which  are  intended  to  create  an  em- 
ployment relationship  or  to  protect  an  employee's  rights  to  wages. 
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Where  not  paid  pursuant  to  a  statute  and  the  employer  and  worker  agree 
on  the  amount  payable,  it  is  wages  if  it  is  extra  pay  for  past  employment. 
If  it  is  a  settlement  for  failure  to  employ  the  worker  it  is  not  wages. 

1224.  DISMISSAL  PAY,  that  is,  pay  by  an  employer  to  an  employee  whose 
services  are  ended  independently  of  his  will  or  wishes,  is  counted  as  wages 
for  social  security  purposes. 

1225.  STRIKE  BENEFITS  paid  by  a  union  to  members  who  are  on 
strike  are  generally  not  counted  as  wages  for  social  security  purposes,  whether 
or  not  such  members  actually  do  picket  duty  during  the  strike  or  are  subject 
to  call  to  work  for  the  union.  However,  if  payments  other  than  strike  bene- 
fits are  made  only  to  those  members  who  actually  perform  picket  or  other 
strike  duty,  the  payments  are  counted  for  social  security  if  they  amount  to 

or  more  for  any  calendar  quarter. 


1226.  IDLE-TIME  PAY  is  counted  as  wages  for  social  security  purposes 
if  paid  by  an  employer  to  a  nonstriking  employee  for  the  time  he  is  idle  due 
to  a  strike.  However,  if  paid  to  an  employee  for  any  month  after  the  month 
he  has  reached  retirement  age,  the  payment  is  counted  for  social  security 
only  if  it  is  vacation  or  sick  pay.  Nonwork  payments  after  retirement  age 
are  discussed  in  §  1219. 

1227.  VACATION  PAY  AND  PAY  IN  LIEU  OF  VACATION  are 

counted  as  wages  for  social  security  purposes.  Vacation  pay  is  an  amount 
paid  to  an  employee  for  a  period  of  time  he  is  away  on  vacation.  A  payment 
in  lieu  of  vacation  is  one  made  when  the  employee  does  not  take  a  vacation 
but  is  given  an  extra  payment  for  the  time  he  would  have  been  on  vacation. 

1228.  VETERANS  TRAINING  PAY  paid  by  the  Veterans'  Administra- 
tion is  not  counted  as  wages  for  social  security  purposes.  Subsistence  or 
dependency  allowances  paid  by  the  Veterans'  Administration  to  a  veteran 
while  he  is  attending  school  or  while  participating  in  on-the-job  training  are 
not  counted  for  social  security  since  the  pay  is  not  for  employment.  How- 
ever, any  payments  made  by  the  veteran's  employer  are  counted  for  social 
security  if  paid  for  employment  covered  by  social  security. 

1229.  TIPS  paid  directly  to  the  employee  by  a  customer  are  counted  as 
wages  for  social  security  purposes  only  if  the  employee  accounts  for  them 
as  required  by  his  employer.  If  an  employer  requires  his  employees  to  pool 
the  tips  in  a  fund  which  he  controls,  and  if  he  divides  the  fund  among  them, 
the  amount  paid  each  employee  is  counted  for  social  security. 

1230.  PRIZES  AND  AWARDS  made  by  persons  other  than  the  employer, 
such  as  those  given  by  manufacturers  to  sales  people  working  for  an  em- 
ployer who  is  handling  the  manufacturer's  product  generally  are  not  counted 
as  wages  for  social  security  purposes.  However,  if  the  prizes  and  awards 
are  paid  on  behalf  of  the  employer,  they  are  counted  for  social  security. 
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1231.  TAXES  which  an  employee  must  pay  and  which  are  withheld  from 
the  employee's  wages  are  part  of  his  wages  and  are  counted  as  wages  for 
social  security  purposes.  Any  employee  tax  payments,  except  social  security 
and  unemployment  compensation  taxes,  made  from  the  employer's  own  funds 
are  also  counted  for  social  security. 

1232.  PAYMENTS  TO  AN  EMPLOYEE  FOR  TRAVELING  EX- 

PENSES  incurred  or  reasonably  expected  to  be  incurred  in  the  business  of 
the  employer  are  not  counted  as  wages  for  social  security  purposes  if: 

A.  They  are  paid  specifically  for  traveling  expenses;  and 

B.  They  are  identified  as  such  at  time  of  payment. 

1233.  Traveling  expenses  are  considered  to  have  been  paid  for  that 
purpose  if: 

A.  The  expenses  are  in  addition  to  the  agreed  amount  of  salary  or  com- 
missions ;   or 

B.  There  is  an  agreement  or  understanding,  express  or  implied,  that  the 
agreed  amount  of  salary  or  commissions  is  to  include  traveling  expenses 
as  well  as  compensation  for  services. 

1234.  Traveling  expenses  must  be  so  identified  by  the  employer  to 
the  employee  at  the  time  of  payment.    This  may  be  done  either  by: 

A.  Making  a  separate  payment  for  the  expenses ;  or 

B.  Specifically  showing  the  separate  amounts  where  both  wages  and 
expense  allowances  are  combined  in  a  single  payment. 

1235.  EQUIPMENT,  BUSINESS  SUPPLIES,  AND  SERVICES  fur- 
nished by  the  employee  in  the  interest  of  the  employer's  business  because  it 
is  the  established  custom  of  the  trade  or  industry,  or  because  an  agreement 
has  been  made  between  the  employer  and  the  employee,  do  not  count  as 
wages  for  social  security  purposes  and  must  be  deducted  from  the  worker's 
gross  pay.  Expenditures  of  the  employee  for  his  personal  use  are  not  busi- 
ness expenses  and  will  be  included  for  social  security  even  though  deducted 
from  his  pay  because  the  item  was  furnished  by  the  employer. 

1236.  PAYMENTS  THAT  ARE  NOT  FOR  WORK  PERFORMED  do 

not  count  as  wages  for  social  security  purposes.     For  example: 

A.  Damages,  attorney's  fees,  interest,  or  penalties  paid  under  court  judg- 
ment or  by  compromise  settlement  with  the  employer  based  on  a  wage 
claim;  or 

B.  Payments  to  secure  release  of  an  unexpired  contract  of  employment. 
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Chapter  13 


EARNINGS  RECORDS 
AND  TAX  REPORTS 


1300.  Social  security  account  as  basis  for  benefits. 

1301.  Social  security  account  numbers. 

1302.  Importance  of  using  correct  account  numbers. 

1303.  Function  of  earnings  record, 

1304.  Earnings  reports  by  employers. 

1305.  Social  security  taxes  on  wages. 

1306.  Employee  tax  to  be  deducted  from  pay. 

1307.  Tax  forms  for  reporting  social  security  wages. 

1308.  Due  dates  for  filing  social  security  tax  returns. 

1309.  Reporting  procedures  for  State  and  local  government  employers. 

1310.  Statements  of  earnings  for  employee. 

1311.  Records  employer  must  keep. 

1312.  Internal  Revenue  Service  as  source  of  information. 

1313.  Earnings  report  by  self-employed  people. 

1314.  Taxes  on  self-employment  income. 

1315.  Due  date  for  self-employment  tax  returns. 

1316.  What  to  do  if  net  earnings  are  $400  or  more. 

1317.  Partnership  returns. 

1318.  Internal  Revenue  Service  pamphlets  for  the  self-employed. 

1319.  Statement  of  earnings  credited  to  account. 

1320.  Type  of  earnings  information  furnished  without  charge. 

1321.  Procedure  for  correcting  earnings  record. 

1322.  Proof  required  for  changing  earnings  record. 

1323.  Wages  dispute  between  employer  and  employee. 

1324.  Time  limit  for  correcting  earnings  record. 

1325.  Revision  after  time  limit  expires  under  certain  conditions. 

1326.  Extension  of  time  limit  if  investigation  in  process. 

1327.  Suspension  of  time  limit  when  individual  is  in  military  service. 

1328.  When  notice  of  changes  in  earnings  record  given. 

1300.  SOCIAL  SECURITY  BENEFITS  ARE  BASED  UPON  THE 
WORKER'S  EARNINGS  AS  RECORDED  IN  HIS  SOCIAL  SECU- 
RITY ACCOUNT.  The  right  to  benefits  and  the  benefit  amount  are  deter- 
mined by  a  person's  earnings,  and  part  of  the  job  of  the  Bureau  of  Old-Age 
and  Survivors  Insurance  is  to  maintain  a  complete  and  accurate  record  for 
each  worker  covered  by  social  security. 

1301.  A  social  security  account  number  is  issued  upon  application 
therefor.  Everyone  whose  work  is  covered  by  social  security  should  apply 
for  a  number.  Each  person's  account  number  is  different  from  everyone 
else's  account  number.  It  is  to  be  used  by  the  person  to  whom  it  was  issued 
as  long  as  he  lives.  No  one  should  ever  have  or  use  more  than  one  social 
security  account  number.  If  he  did  use  more  than  one  number,  all  of  his 
earnings  would  not  be  credited  to  one  account,  and  he  might  lose  some 
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rights  to  benefits.  Anyone  who  has  already  obtained  more  than  one  account 
number  should  see  the  nearest  social  security  district  oflBce  so  that  his 
earnings  records  can  be  combined  into  one  record. 

There  are  over  158  million  names  in  the  social  security  records. 
Thousands  of  these  names  are  exactly  alike.  The  account  number  identifies 
each  person  and  makes  it  possible  for  earnings  to  be  credited  to  the  proper 
account. 

1302.  Care  in  using  account  numbers  will  help  make  sure  that  a 
worker's  earnings  are  properly  credited  to  his  social  security  account.  Every 
employee  should  show  his  social  security  card  to  his  employers  and  every 
employer  should  be  careful  to  enter  his  employees'  account  numbers  correctly 
in  his  records.  A  self-employed  person  should  accurately  record  his  social 
security  account  number  on  his  Federal  income  tax  returns. 

1303.  The  earnings  record  shows  the  amount  of  earnings  reported  by 
the  worker's  employer  or  the  self-employed  person  and  the  periods  for  which 
they  were  reported.  Social  security  taxes  are  payable  by  the  employee  and 
his  employer  or  by  the  self-employed  person  on  earnings  covered  by  the 
social  security  law.  These  taxes  are  collected  by  the  Treasury  Department 
and  are  credited  to  the  Old-Age  and  Survivors  Insurance  Trust  Fund  and 
the  Disability  Insurance  Trust  Fund. 

1304.  REPORTS  OF  EARNINGS  SHOULD  BE  FILED  BY  EVERY 
EMPLOYER  who  has  one  or  more  employees  covered  by  social  security. 
The  required  tax  payments  should  be  sent  to  the  District  Director  of  Internal 
Revenue.     Each  employer  should : 

A.  Keep  a  record  of  the  name  and  social  security  account  number  of  each 
employee  as  they  are  shown  on  the  employee's  social  security  card  (he 
will  need  this  information  for  the  tax  return)  ;  and 

B.  Get  an  employer  identification  number  by  filing  an  application  (Form 
SS-4)  with  the  District  Director  of  Internal  Revenue,  or  a  social 
security  district  office  (he  will  need  to  show  this  nmnber  on  his  tax 
returns) . 

//  an  employee  does  not  have  a  social  security  account  number, 

the  employer  should  tell  him  to  fill  in  an  application  Form  SS-5  and  send 
or  take  it  to  the  nearest  social  security  district  office.  These  application 
forms  may  be  obtained  from  any  social  security  district  office,  post  office, 
or  from  the  District  Director  of  Internal  Revenue.  The  employer  should 
be  sure  to  make  a  record  of  the  number  as  soon  as  the  employee  shows  him 
his  card. 

An  employer  is  any  person  or  organization  for  whom  a  person  per- 
forms any  service  as  an  employee.  Pay  for  covered  employment  constitutes 
wages  (unless  excluded  by  the  Social  Security  Act)  even  though  at  the 
time  it  is  paid  the  relationship  of  employer-employee  no  longer  exists  between 
the  person  in  whose  employ  the  services  were  performed  and  the  person 
who  had  performed  the  services. 
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1305.  Social  security  tax  rates  on  wages  are : 

Calendar  year  Employer  Employee 

1956 2%  2% 

1957-58 214%  2iA% 

1959 21/2%  21/2% 

1960-62 3%  3% 

1963-65 31/0%  31/2% 

1966-68 4%  4% 

1969  and  after 41/2%  41/2% 

1306.  The  employee's  social  security  tax  should  be  deducted  from 
his  pay  at  the  time  his  wages  are  paid.  If  the  employer  is  not  sure  the 
employee  will  meet  the  test  for  household  employees  (as  explained  in  §  816) 
or  for  agricultural  employees  (as  explained  in  §  801),  or  for  some  home- 
workers  (as  explained  in  §  729),  he  may  either  deduct  the  tax  when  the 
payment  is  made  or  wait  until  the  test  is  met.  If  the  employer  collects  the 
taxes  and  later  finds  that  the  employee  does  not  meet  the  test,  the  employer 
must  repay  the  social  security  taxes  he  deducted,  if  possible.  If  he  cannot 
get  in  touch  with  the  employee,  he  should  send  the  incorrectly  collected  tax 
to  the  District  Director  of  Internal  Revenue. 

//  an  employer  wishes  to  pay  the  employee  tax  without  deducting  it 
from  his  employee's  wages,  he  may  do  so.  But  the  employer  must  pay  the 
employee  tax  even  if  he  does  not  deduct  it. 

1307.  Tax  return  forms  used  by  employers  include: 

A.  Form  941  (Employer's  Quarterly  Federal  Tax  Return) . 

B.  Form  942  (Employer's  Quarterly  Tax  Return  for  Household  Employees 

(For  Social  Security) ) . 

C.  Form   943    (Employer's   Annual   Tax   Return   for  Agricultural   Em- 
ployees) . 

An  employer  who  has  household  employees  in  addition  to  em- 
ployees to  be  reported  on  Form  941  may  report  both  classes  of  employ- 
ees on  Form  941  if  he  wants  to.  However,  on  this  form,  household 
employees  must  be  identified  either  by  a  letter  "H"  after  the  earnings  amounts 
or  grouped  under  the  heading  of  "Household." 

Form  941  also  is  used  by  employers  to  report  income  tax  with- 
held. 

Forms  941,  942,  and  943  can  be  obtained  from  the  nearest  District  Di- 
rector of  Internal  Revenue. 

1308.  Due  dates  for  filing  returns  and  making  tax  payments  (except 
for  agricultural  employers;  State  and  local  political  subdivision  employers; 
and  the  Armed  Forces  under  certain  conditions)  are: 

Calendar  quarter  Due  dates 

January-February-March April  30. 

April-May-June July  31. 

July-August-September October  31. 

October-November-December January  31. 
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Agricultural  employers  file  their  returns  annually,  on  or  before  each 
January  31,  for  agricultural  wages  paid  during  the  preceding  calendar  year. 

1309.  State  and  local  governmental  employers,  like  private  employers, 
must  file  reports  of  wages  paid  to  their  employees  who  are  covered  by  social 
security  under  Federal-State  agreements.  These  reports  are  made  directly 
to  the  Social  Security  Administration.  Contributions  paid  under  Federal- 
State  agreements  constitute  employment  taxes  for  the  purposes  of  special 
refunds  from  the  Internal  Revenue  Service. 

1310.  WRITTEN  STATEMENTS  OF  EARNINGS  MUST  BE  GIVEN 
EMPLOYEES  by  every  employer  subject  to  social  security  taxes.  Usually 
Treasury  Form  W-2  (Withholding  Tax  Statement)  is  used  for  this  purpose. 
The  statement  must  show: 

A.  The  name  and  address  of  the  employer; 

B.  The  name,  address,  and  social  security  account  number  of  the  employee; 

C.  The  total  amount  of  wages  subject  to  social  security  tax  which  were 
paid  to  the  employee  during  the  calendar  year ;  and 

D.  The  amount  of  the  social  security  tax  deducted  from  the  employee's 
wages. 

These  statements  must  be  given  to  employees  not  later  than  January  31 
following  the  calendar  year  in  which  the  wages  were  paid.  However,  when 
employment  ends  before  the  close  of  a  year,  the  statement  must  be  given  to 
the  employee  not  later  than  30  days  after  the  last  wages  were  paid. 

1311.  EVERY  EMPLOYER  IS  REQUIRED  TO  KEEP  RECORDS 
SHOWING: 

A.  Amounts  and  dates  of  wage  payments. 

B.  Names,  addresses,  and  occupations  of  employees  receiving  wages. 

C.  Employees'  periods  of  employment. 

D.  The  social  security  numbers  of  employees. 

E.  The  employer's  identification  number  (except  household  employers). 

In  addition,  the  employer  (except  a  household  employer)  must  keep 
duplicate  copies  of  the  quarterly  and  annual  returns  on  which  he  reports 
his  employees'  social  security  wages.  These  records  must  be  kept  for  a 
period  of  at  least  4  years  after  the  date  the  tax  is  due  or  is  paid,  whichever 
is  later. 

Farm  operators  who  utilize  services  of  "crew  leaders^'  must  keep  a 
record  showing  the  name,  home  address,  and  employer's  identification 
number  of  the  crew  leader. 

1312.  For  more  detailed  information  concerning  employment  tax 
payments  employers  can  obtain  the  following  pamphlets  from  the  nearest 
District  Director  of  Internal  Revenue: 

A.  General  employment — "Circular  E,  Employer's  Tax  Guide." 

B.  Household  employment — "Circular  H,  Household  Employer's  Social 
Security  Tax  Guide." 
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C.  Agricultural  employment — "Circular  A,  Agricultural  Employer's 
Social  Security  Tax  Guide." 

1313.  SELF-EMPLOYED  PEOPLE  MUST  REPORT  THEIR  EARN- 
INGS FROM  SELF-EMPLOYMENT  to  the  District  Director  of  Internal 
Revenue  and  pay  the  self -employment  tax. 

For  details  about  figuring  net  earnings  from  self -employment  including 
the  optional  ways  of  figuring  net  earnings  which  self-employed  farmers  can 
use,  see  chapter  11. 

1314.  Social  security  tax  rates  on  self -employment  income  are: 

Calendar  year  Tax  rate 

1956 3%. 

1957-58 33/8%. 

1959 33/4%. 

1960-62 41/2%. 

1963-65 514%. 

1966-68 6%. 

1969  and  after 6%%. 

(If  a  self-employed  person  reports  his  earnings  on  a  fiscal  year  basis,  the 
tax  rate  to  be  used  is  the  one  that  applies  to  the  calendar  year  in  which  the 
fiscal  year  began.) 

1315.  Self-employed  people  report  their  earnings  for  social  secu- 
rity when  they  file  their  Federal  income  tax  returns — on  or  before  the  15th 
day  of  the  4th  month  following  the  end  of  their  taxable  year.  (For  people 
with  a  calendar  tax  year  this  means  on  or  before  April  15th.) 

1316.  Self-employed  people  who  have  net  earnings  of  $400  or  more 
in  any  taxable  year  must : 

A.  Get  a  social  security  account  number  card  if  they  do  not  already  have 
one. 

B.  Make  a  return  on  Form  1040,  U.S.  Individual  Income  Tax  Return, 
including  Schedule  C.  (Farmers  use  Schedule  F  instead  of  Sched- 
ule C.) 

C.  Complete  Schedule  SE. 

D.  Send  the  return  and  schedules  to  the  District  Director  of  Internal  Rev- 
enue with  any  self -employment  tax  that  is  due. 

1317.  A  partnership  is  required  to  file  Form  1065  (Partnership  Return 
of  Income)  to  show  each  partner's  distributive  share  of  partnership  income 
or  loss.  Each  partner  includes  on  his  individual  return  his  share  of  the 
partnership  self -employment  income  (or  loss). 
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1318.  For  more  detailed  information  concerning  self -employment 
tax  payments  the  following  pamphlets,  published  by  the  Internal  Revenue 
Service,  are  available: 

A.  General  self-employment — "Your  Federal  Income  Tax"  and  "Tax 
Guide  for  Small  Business."  These  can  be  purchased  from  the  Super- 
intendent of  Documents,  U.S.  Government  Printing  Ofl&ce,  Washington 
25,  D.C. 

B.  Farm  self -employment — "Farmers'  Tax  Guide." 

C.  Foreign  self-employment — "Tax  Guide  for  Citizens  Abroad." 

The  last  two  booklets  listed  can  be  obtained  from  the  nearest  District  Di- 
rector of  Internal  Revenue. 

1319.  A  STATEMENT  OF  THE  AMOUNT  OF  EARNINGS  CRED- 
ITED  TO  HIS  SOCIAL  SECURITY  ACCOUNT  may  be  obtained  by  any 
account  number  holder  or  by  his  legal  or  authorized  representative.  How- 
ever, a  request  from  a  representative,  other  than  a  legal  representative,  will 
be  honored  only  if  he  presents  a  written  authorization  from  the  account 
number  holder.  Requests  for  statements  of  earnings  should  be  sent  to  the 
Social  Security  Administration,  Baltimore  35,  Maryland.  District  offices  will 
give  the  account  number  holders  and  employers  addressed  post  cards,  Form 
OAR-7004  (Request  for  Statement  of  Earnings),  to  use  in  requesting  state- 
ments of  earnings  records. 

Every  account  number  holder  may  check  his  earnings  record  once  a  year. 
Since  the  law  has  a  time  limit  after  which  certain  corrections  cannot  be  made 
(see  §  1324) ,  every  account  number  holder  should  check  his  earnings  record 
at  least  once  every  3  years. 

1320.  Form  OAR— 7014  (Statement  of  Earnings  Recorded  in  Your 
Old- Age  and  Survivors  Insurance  Account)  will  be  furnished  without 
charge  to  the  account  number  holder  who  requests  an  earnings  statement. 
This  statement  shows: 

A.  The  annual  totals  of  earnings  for  the  last  3  years  for  which  posting 
has  been  completed; 

B.  The  earnings  posted  for  quarters  after  the  last  complete  year; 

C.  A   subtotal    of   earnings   after    1950;    and 

D.  The  total  of  all  earnings  reported  after  1936. 

Generally,  wages  paid  in  the  past  6  months,  or  self-employment  income 
reported  for  the  last  taxable  year  are  not  shown  on  this  earnings  statement. 

Details  of  earnings  information  in  addition  to  that  shown  on 
OAR— 7014  will  be  furnished  to  the  account  nimiber  holder  or  his  author- 
ized representative  without  charge  if  the  information  is  needed  in  connection 
with  social  security.  For  instance,  it  might  be  needed  for  determining  the 
accuracy  of  social  security  records,  eligibility  for  benefits,  or  the  amount  of 
benefits  or  social  security  taxes. 

For  any  other  purpose  details  of  earnings  information  other  than  shown 
on  OAR-7014,  will  be  furnished  upon  payment  of  a  fee  covering  handling 
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costs.  The  fees  currently  being  charged  for  this  type  of  information  may 
be  ascertained  at  any  social  security  district  office. 

1321.  TO  CORRECT  HIS  SOCIAL  SECURITY  ACCOUNT,  a  person 
should  get  in  touch  with  the  nearest  district  office.  He  should  do  this 
whenever  he  believes  his  earnings  have  not  been  correctly  reported  or 
credited  to  his  account.  The  district  office  will  help  him  straighten  out 
the  record. 

Usually  the  district  office  representative  will  first  check  to  see  if  any 
missing  reports  of  earnings  can  be  located. 

If  the  worker's  records  are  not  found,  the  district  office  usually  will 
write  to  his  employer  to  get  a  statement  of  his  earnings.  However,  the 
district  office  will  not  disclose  the  worker's  name  to  his  employer  in  con- 
nection with  the  correction  of  his  earnings  record  unless  the  worker  gives 
his  permission. 

1322.  A  person's  earnings  account  will  be  corrected  if  there  is  ac- 
ceptable evidence  that  the  worker  earned  as  much  as  he  claims  to  have 
earned.  This  evidence  may  be  a  statement  signed  by  the  employer,  pay 
envelopes  or  pay  slips,  or  personal  records  of  his  wages.  (See  §§  1621- 
1628  for  a  discussion  of  how  to  establish  wages.)  A  self-employed  person 
may  establish  his  earnings  by  submitting  a  copy  of  his  tax  return  including 
the  applicable  schedules,  together  with  evidence  that  his  return  has  been 
filed  with  Internal  Revenue  Service  (such  evidence  may  be  cancelled  checks, 
Internal  Revenue  receipts  or  other  evidence  of  payment  of  tax  shown  on 
the  return).  If  a  partnership  is  involved,  a  copy  of  Form  1065  should 
also  be  furnished. 

1323.  If  the  employer  and  employee  disagree  about  the  amount  of 
wages  paid  or  about  when  they  were  paid,  or  about  whether  the  work  was 
covered  by  social  security,  the  district  office  helps  to  obtain  evidence  to 
settle  the  matter.  A  decision  is  made  as  to  whether  the  earnings  can  be 
credited,  the  amount  of  earnings,  and  the  period  to  which  they  should  be 
credited.  The  worker  is  notified  of  the  decision  and  the  correction,  if  any, 
made  to  his  earnings  account. 

1324.  THE  TIME  LIMIT  FOR  CORRECTING  ANYONE'S  EARN- 
INGS RECORD  is  set  by  the  law.  An  earnings  record  can  be  corrected 
on  the  basis  of  a  request  made  at  any  time  up  to  3  years,  3  months,  and 
15  days  after  the  year  in  which  the  wages  were  paid  or  the  self -employment 
income  was  derived.  After  this  time  limit  has  passed,  the  earnings  record 
can  be  corrected  only  as  explained  below.  "Year"  means  "calendar  year" 
for  wages  and  "taxable  year"  for  self-employment  income.  The  following 
chart  illustrates  how  the  time  limit  operates: 


Calendar  or  taxable  year  in  which 
wages  paid  or  self-employment  in- 
come derived 


Period  for  correction  (3  years,  3 
months,  and  15  days  after  end  of 
calendar  or  taxable  year) 


Record  of  wage  or  self-em- 
ployment  income  is 
final  on  this  day 


Calendar  year  1956 

Taxable  year  ending  6/30/56. 


1/1/57  through  4/15/60_. 
7/1/56  through  10/15/59. 


4/16/60. 
10/16/59. 
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1325.  Earnings  records  cannot  be  revised  after  the  time  limit  has 
passed  except: 

A.  To  correct  an  entry  established  through  fraud; 

B.  To  correct  an  obvious  mechanical  or  clerical  error; 

C.  To  correct  errors  in  crediting  earnings  to  the  wrong  person  or  to 
the  wrong  period; 

D.  To  transfer  items  to  or  from  the  Railroad  Retirement  Board  (if  re- 
ported to  the  wrong  agency),  or  to  add  railroad  earnings  to  social 
security  earnings  when  the  law  permits; 

E.  To  add  wages  paid  in  a  period  by  an  employer  who  made  no  report 
of  any  wages  paid  to  the  worker  in  that  period; 

F.  To  add  or  remove  wages  in  accordance  with  a  tax  report  made  by 
the  employer  to  the  Internal  Revenue  Service; 

G.  To  add  self-employment  income  in  a  taxable  year  when  an  individual 
or  his  survivor  establishes  that  a  self-employment  tax  return  for  that 
year  was  filed  before  the  time  limit  ran  out;   and 

H.  To  add  self-employment  income  for  any  taxable  year  up  to,  but  not 
in  excess  of,  the  amount  of  earnings  deleted  as  being  erroneously 
recorded  as  wages,  providing  a  tax  return  reporting  such  self-employ- 
ment income  is  filed  within  3  years,  3  months,  and  15  days  after 
the  taxable  year  in  which  such  "wages"  were  deleted. 

1326.  The  time  limit  is  extended  if,  before  the  time  limit  has  run  out, 
the  worker  or  his  survivor  applies  for  benefits  or  requests  an  investigation 
of  his  earnings  record.  However,  the  time  limit  cannot  be  extended  after 
the  decision  on  the  application  for  benefits,  or  request  for  an  investigation, 
of  the  worker  or  survivor  (concerning  which  he  was  given  notice)  has 
become  final.  In  this  case,  a  survivor  means  the  worker's  surviving  spouse, 
former  wife  divorced,  child,  or  parent. 

1327.  The  time  limit  is  suspended  while  a  person  is  in  the  active  mili- 
tary service  on  or  after  10/17/40.  The  suspension  period  ends  with  the 
date  of  discharge  from  active  service,  the  date  of  the  person's  death,  or 
the  date  the  Soldiers  and  Sailors  Civil  Relief  Act  of  1940  ceases  to  be 
in  force,  whichever  is  earliest. 

The  time  limit  also  is  suspended  during  the  military  service  of  an  heir 
of  the  worker.  Heirs  include  spouse,  child,  and  parent.  Thus,  if  a  woman 
worker's  husband  was  in  the  military  service  when  she  died,  the  time  lim- 
itation would  be  extended  by  the  time  between  her  death  and  the  date  of 
the  widower's  discharge  from  the  service. 

1328.  Notice  of  changes  in  an  earnings  record  will  not  be  given  unless: 

A.  The  worker  or  his  survivor  was  previously  given  a  report  of  his 
wages  for  periods  in  which  the  deletion  or  reduction  is  made;  or 

B.  Amounts  recorded  as  self-employment  income  are  being  reduced. 
However,  a  survivor  will  be  given  notice  of  a  change  only  if  the 
worker  or  the  survivor  was  previously  given  a  report  of  self-employ- 
ment income  for  the  period  involved. 
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Chapter  14 


FILING  A  CLAIM 


1400.  Filing  of  applications — General. 

1401.  Who  must  execute  application  form. 

1402.  When  effective  application  can  be  filed. 

1403.  Individual  near  retirement  age  should  contact  district  office. 

1404.  Result  of  delay  in  filing  for  benefits. 

1405.  Where  applications  may  be  filed. 

1406.  Application   filed    with    Veterans'    Administration   or   Railroad    Retirement 

Board. 

1407.  When  application  is  considered  filed. 

1408.  Requirements  for  valid  application. 

1409.  Written  statement  considered  as  application. 

1410.  Application  may  be  effective  for  more  than  one  benefit. 

1411.  Completing  the  application  form. 

1412.  District  office  assistance  in  completing  application. 

1413.  Retroactive  effect  of  application. 

1414.  Claimant  may  restrict  retroactivity. 

1415.  Right  to  "withdraw  application. 

1416.  Withdrawal  request  must  be  in  writing. 

1417.  Time  limit  for  applying  for  lump-sum  death  payment. 

1418.  Exception  to  time  limit — death  in  armed  forces  outside  the  U.S. 

1419.  Extension  of  time  limit— S.S.C.R.A.  of  1940. 

1420.  Extension  of  time  limit  for  good  cause. 

1421.  Good  cause  defined. 

1422.  Time  limit  on  filing  proof  of  support. 

1400.  ORDINARILY  AN  APPLICATION  MUST  BE  FILED  for  a  per- 
son to  be  entitled  to  benefits  or  to  establish  a  period  of  disability  under  the 
old-age,  survivors,  and  disability  insurance  program.  The  application 
should  be  made  on  a  special  form  which  is  provided  by  the  Bureau  of 
Old-Age  and  Survivors  Insurance  at  any  district  office.  The  completed 
and  signed  application  form  should  be  filed  at  an  office  of  the  Bureau 
of  Old-Age  and  Survivors  Insurance.  Once  the  form  is  filed  with  the 
Bureau,  it  becomes  the  property  of  the  Bureau  and  will  not  be  returned 
to  the  claimant. 

1401.  The  person  eligible  for  benefits  must  execute  the  application 

if  he  is  at  least  18  years  of  age,  mentally  competent,  and  physically 
able  to  execute  the  form.  In  all  other  situations,  an  application  may 
be  filed  on  behalf  of  the  eligible  person  by  his  legal  guardian  or  other 
legal  representative  if  one  has  been  appointed  or,  in  some  cases,  by  the  person 
who  is  caring  for  him.  It  is  not  always  necessary  that  a  person  have  the 
physical  custody  of  the  beneficiary  on  whose  behalf  he  is  filing  for 
benefits.     (See  chapter  15  for  a  discussion  of  Representative  Payees.) 
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While  a  competent  adult,  who  is  physically  able  to  complete  the  appli- 
cation form,  may  choose  to  have  an  attorney  or  other  person  act  as  his 
agent  in  any  proceedings  before  the  Social  Security  Administration,  an 
application  filed  by  an  agent  on  his  behalf  is  not  valid, 

1402.  An  application  can  be  filed  before  the  first  month  for  which 
the  person  can  be  entitled.     A  person  can  file  for: 

A.  Monthly  retirement  or  survivor  benefits  at  any  time  within  3  months 
before  the  first  month  for  which  he  can  be  entitled  to  such  monthly 
benefits. 

B.  Disability  insurance  benefits  at  any  time  within  9  months  before 
the  first  month  for  which  he  can  be  entitled  to  monthly  disability 
benefits  if  he  is  under  a  disability  at  the  time  he  files  his  application. 

C.  The  establishment  of  a  period  of  disability  at  any  time  within  3 
months  before  the  first  day  that  a  period  of  disability  can  begin 
for  him  if  he  is  under  a  disability  at  the  time  he  files  his  application. 

Benefits  cannot  be  paid,  nor  a  period  of  disability  established,  on  an 
application  filed  before  the  time  limits  listed  above.  A  person  may  wait 
until  the  time  that  he  is  actually  eligible  for  benefits  or  for  the  establishment 
of  a  period  of  disability  before  he  files  his  application  if  he  wishes. 

An  application  for  recomputation  of  benefits  cannot  be  filed  before 
the  first  month  in  which  the  claimant  meets  all  the  other  requirements  for 
the  particular  recomputation  (see  chapter  6) . 

1403.  A  person  should  get  in  touch  with  his  social  security  district 
office  within  3  months  before  reaching  retirement  age  (65  for  men, 
62  for  women).  The  district  office  will  give  him  the  information  he  needs 
to  decide  whether  or  not  to  file  an  application  for  retirement  benefits  at 
that  time.  If  the  person  does  not  then  file  application,  he  should  contact 
the  district  office  again  : 

A.  Within  3  months  before  the  time  he  will  stop  working;  or 

B.  As  soon  as  he  knows  that  his  total  yearly  earnings  from  self-employ- 
ment or  employment  will  be  $2,080  or  less;  or 

C.  As  soon  as  he  knows  that  he  will  neither  earn  more  than  $100  in 
wages  nor  render  substantial  services  in  self-employment  in  one  or 
more  months  of  the  year,  regardless  of  his  expected  total  annual  earn- 
ings (see  chapter  17  for  the  annual  earnings  test) ;  or 

D.  Within  3  months  of  his  72d  birthday,  even  if  he  is  still  working, 
since  benefits  can  be  paid  beginning  with  the  month  in  which  he 
reaches  age  72  no  matter  how  much  he  earns. 

1404.  A  DELAY  IN  FILING  an  application  may  result  in  fewer  payments 
since  monthly  benefits  cannot  be  paid  retroactively  for  more  than  12 
months  before  the  month  in  which  the  application  is  filed.  See  §  1413. 
Sometimes,  however,  it  may  be  to  the  person's  advantage  to  delay  filing 
his  application  for  benefits.    This  may  occur  where: 
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A.  A  higher  benefit  would  be  payable  because  of  his  current  or  future 
earnings. 

B.  He  would  lose  benefits  payable  under  some  other  program. 

C.  A  woman's  actuarially  reduced  benefit  would  not  be  payable  because 
of  her  own  or  her  husband's  earnings. 

1405.  APPLICATIONS  FOR  SOCIAL  SECURITY  BENEFITS  MAY 
BE  FILED: 

A.  At  any  office  of  the  Bureau  of  Old-Age  and  Survivors  Insurance;  or 

B.  At  a  U.S.  Foreign  Service  post,  if  the  claimant  is  not  a  resident  of  the 
U.S.;  or 

C.  In  certain  cases,  with  the  Railroad  Retirement  Board  or  the  Veterans' 
Administration. 

While  the  social  security  regulations  authorize  acceptance  of  applications 
filed  at  any  foreign  service  post,  such  posts,  other  than  Hong  Kong,  generally 
will  refuse  to  handle  applications  for  social  security  benefits.  Therefore, 
persons  outside  the  U.S.,  except  those  living  in  or  near  Hong  Kong,  should 
mail  their  applications  to  an  office  of  the  Bureau. 

1406.  Applications  filed  with  the  Veterans'  Administration  or  the 
Railroad  Retirement  Board  for  benefits  payable  under  their  programs 
may,  in  certain  instances,  be  considered  as  applications  for  social  security 
benefits  and,  if  so,  the  claim  will  be  transferred  to  the  Social  Security 
Administration : 

A.  An  application  filed  with  the  Veterans'  Administration  after  1956  for 
survivor's  dependency  and  indemnity  compensation  may  also  be  con- 
sidered as  an  application  for  child's,  widow's,  mother's,  or  parent's 
monthly  social  security  benefits  (but  not  for  the  lump-sum  death  pay- 
ment) . 

B.  An  application  filed  with  the  Railroad  Retirement  Board  may  also  be 
considered  an  application  for  social  security  benefits  if  it  is  filed  by: 

1.  A  worker  with  less  than  120  months  of  railroad  service;  or 

2.  The  worker's  survivors. 

C.  An  application  for  a  disability  annuity  filed  with  the  Railroad  Retire- 
ment Board  is  considered  to  be  an  application  to  establish  a  period  of 
disability  under  both  the  Railroad  Retirement  Act  and  the  Social  Se- 
curity Act. 

1407.  An  application  for  benefits  is  considered  to  be  filed  as  of  the 

day  that  a  properly  executed  application  form  is  received  by  any  office  of 
the  Bureau  of  Old-Age  and  Survivors  Insurance  or  by  an  authorized  em- 
ployee of  the  Social  Security  Administration.  However,  one  of  the  following 
dates  may  be  used  instead,  as  the  filing  date,  to  protect  the  claimant's  rights 
to  benefits: 

A.  The  mailing  date,  if  the  use  of  the  postmark  on  the  envelope  would 
be  more  advantageous  than  the  date  of  receipt  in  the  Bureau  office. 
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(However,  the  mailing  date  cannot  be  used  if  the  application  was 
mailed  in  a  foreign  country.) 
B.  The  date  it  is  received  in  a  U.S.  Foreign  Service  Office  or,  in  proper 
cases,  an  office  of  the  Railroad  Retirement  Board  or  the  Veterans' 
Administration   (see  §  1406) . 

1408.  APPLICATION  FOR  BENEFITS  MUST  BE: 

A.  Made  on  a  prescribed  form  (a  written  statement  may  be  considered 
an  application  under  certain  conditions,  see  §  1409) ;  and 

B.  Signed  by  a  proper  person  (see  §  1401) ;  and 

C.  Filed  with  the  Bureau  of  Old- Age  and  Survivors  Insurance  (see 
§§  1405  and  1406);  and 

D.  Filed  while  the  person  who  is  eligible  for  benefits  is  still  living. 

1409.  Any  written  statement  requesting  benefits  may  be  considered 
as  an  application  if  all  of  the  following  requirements  are  met : 

A.  The  statement  indicates  an  intention  on  the  part  of  the  writer  to  claim 
benefits,  the  lump-sum,  a  recomputation,  or  to  establish  a  period  of 
disability;  and 

B.  The  statement  is  signed  by  the  claimant,  or  some  other  person  who  is 
a  proper  party  to  file  the  application  (see  §  1401)  ;  and 

C.  A  prescribed  Bureau  application  form  is  filed  by  the  claimant  (or  a 
person  who  is  a  proper  party  to  file  an  application  for  the  claimant) 
within  6  months  after  the  date  of  the  Bureau's  notice  to  the  claimant 
that  a  formal  application  is  necessary;  and 

D.  The  claimant  is  alive  when  the  prescribed  application  form  is  filed 
with  the  Bureau. 

1410.  Each  application  form  clearly  shows  the  extent  to  which  it 
may  be  used  as  an  application  for  benefits.  For  example,  the  present 
applications  for  the  lump-sum  death  payment  or  for  monthly  benefits  (other 
than  for  disability  insurance  benefits)  may  be  applications  for  all  benefits 
that  a  claimant  may  be  entitled  to  on  any  social  security  account  but  they  are 
not  applications  to  establish  a  disability  period.  The  scope  of  any  appli- 
cation may,  however,  be  expanded  or  restricted  as  the  claimant  desires  if 
appropriate  remarks  are  added  in  writing  on  the  application  form. 

A  woman  who  is  eligible  for  both  actuarially  reduced  old-age  insurance 
benefits  and  actuarially  reduced  wife's  insurance  benefits  beginning  with 
the  same  month  cannot  restrict  her  application  to  a  specific  benefit.  She  is 
by  law  deemed  to  have  filed  for  both  types  of  benefits  if  she  files  for  either 


1411.  THE  CLAIMANT  SHOULD  ANSWER  ALL  THE  QUESTIONS 

on  the  application  form.  If  he  does  not  know  the  answer  to  a  question,  he 
should  write  in  "unknown."  If  he  does  not  answer  a  question  material  to 
his  right  to  benefits,  an  award  cannot  be  made.  If  the  claimant  cannot 
write,  he  should  sign  by  mark  and  his  name  should  be  shown  on  the  signa- 
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ture  line.  A  signature  by  mark  must  be  witnessed  as  indicated  on  the 
application  form. 

1412.  If  the  claimant  finds  that  he  needs  help  in  completing  the 
application  form,  any  social  security  district  office  will  assist  him  free  of 
charge.  If  he  cannot  go  to  the  district  office  personally  because  of  poor 
health,  or  if  there  is  no  district  office  near  his  home,  the  claimant  can  get 
full  information  and  application  forms  by  writing  to  the  district  office  or, 
if  necessary,  someone  from  the  district  office  will  go  to  the  person's  home 
to  help  him. 

1413.  A  PERSON  MAY  BE  ENTITLED  TO  BENEFITS  RETRO- 
ACTIVELY for  as  many  as  12  months  before  the  month  in  which  he  filed 
his  application  for  benefits.  He  is  entitled  to  benefits  beginning  with  the 
first  month  in  the  retroactive  period  in  which  he  met  all  the  requirements 
to  be  entitled  to  benefits  except  for  the  filing  of  an  application.  For  ex- 
ample, if  a  man  reaches  age  65  in  3/59,  and  is  then  fully  insured  but  does 
not  file  an  application  for  old-age  insurance  benefits  until  3/60,  he  may  be 
entitled  retroactively  beginning  with  the  month  of  3/59. 

Even  if  a  person  files  application  after  he  is  no  longer  eligible  for 
monthly  benefits,  he  may  in  a  proper  case  be  paid  benefits  for  the  period 
beginning  12  months  before  the  month  the  application  is  filed  and  ending 
with  the  month  before  the  month  he  is  no  longer  eligible. 

Example:  A  worker  died  fully  insured  in  7/58  leaving  a  child  under 
18  who  was  eligible  for  benefits.  The  child  reached  age  18  in  12/58 
but  the  application  for  child's  benefits  was  not  filed  until  2/59.  The 
application  is  effective  back  to  7/58,  the  month  in  which  the  worker  died. 
Monthly  benefits  may  be  paid  for  the  period  7/58  through  11/58.  No 
benefits  are  payable  for  months  beginning  with  12/58,  the  month  in 
which  the  child  reached  age  18. 

A  person  cannot  be  entitled  to  benefits  if  he  dies  before  an  application 
for  benefits  is  filed,  even  though  there  were  months  in  the  period  before  his 
death  for  which  payment  would  have  been  made  had  he  then  filed  an  applica- 
tion. Further,  no  other  person  can  be  entitled  to  benefits  for  that  period  if 
his  right  to  benefits  depended  upon  the  first  person  being  alive  and  entitled  to 
benefits. 

Example:  A  worker  died  in  5/59  leaving  a  widow  under  age  62  and 
one  child  eligible  for  benefits  on  his  social  security  account.  The  child 
died  in  8/59  before  an  application  for  benefits  was  filed  for  him.  In  9/59, 
the  widow  first  inquired  about  the  possibility  of  monthly  benefits.  The 
widow  is  not  entitled  to  mother's  insurance  benefits  after  the  child's  death, 
nor  is  she  entitled  to  any  benefits  for  5/59  through  7/59,  when  the  child 
was  alive,  even  though  benefits  would  have  been  payable  for  this  period  if 
an  application  for  her  and  the  child  had  been  filed  before  the  child's  death. 

Chapter  6  explains  when  appHcations  for  recomputation  can  be  given  retro- 
active effect. 
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1414.  The  claimant  may  restrict  his  retroactive  right  to  benefits 

by  making  the  request  in  writing  at  the  time  he  files  his  application. 

A  woman  between  62  and  65  years  of  age,  filing  for  reduced  old-age 
or  wife's  insurance  benefits,  may  want  to  restrict  the  retroactive  effect  of  her 
application  in  certain  situations  in  order  to  waive  one  or  more  consecutive 
months  beginning  with  the  first  month  of  the  retroactive  period,  where 
this  would  result  in  a  larger  benefit  amount.  "Waived"  months  are  not 
used  in  computing  the  reduction  factor  (see  §  637),  which  may  result  in 
a  higher  benefit  amount  for  subsequent  months.  (Waiver  of  consecutive 
months  of  the  retroactive  period  other  than  those  which  begin  with  the 
first  month  of  such  period  would  not  increase  the  benefit  rate.)  A  claimant 
might  wish  to  do  this,  for  example,  where  no  benefits  are  payable  for  the 
waived  retroactive  months  because  of  the  nonpayment  of  benefits  provisions 
(see  chapter  17) ;  or  she  might  be  willing  to  forego  benefits  for  certain 
months  in  order  to  receive  somewhat  higher  benefits  from  then  on. 

However,  if  she  became  eligible  for  both  reduced  wife's  benefits  and  old- 
age  insurance  benefits  beginning  with  the  same  first  month  in  the  retroactive 
period,  she  cannot  waive  entitlement  to  one  type  of  benefit  for  months  during 
the  retroactive  period  and  not  waive  her  entitlement  to  the  other  reduced 
benefit  for  the  same  months. 

1415.  A  PERSON  MAY  WITHDRAW  HIS  APPLICATION  for  bene- 
fits any  time  before  the  Bureau  of  Old-Age  and  Survivors  Insurance  makes  a 
determination  on  his  claim.  Ordinarily,  the  effective  date  of  the  with- 
drawal is  the  day  the  request  is  received  by  the  Bureau ;  however,  the  mailing 
date,  as  shown  by  the  postmark,  may  be  used  if  it  makes  a  material  difference. 
(There  is  no  right  to  reconsideration  or  appeal  based  on  a  withdrawn 
claim.)  A  new  application  will  have  to  be  filed  if  the  person  later  decides 
that  he  wishes  to  claim  benefits. 

1416.  Any  written  request  for  withdrawal  of  a  claim  is  acceptable; 

however,  the  Bureau  has  a  special  form  for  this  purpose.  The  with- 
drawal request  must  be  signed  by  the  claimant  and  should  include  a  state- 
ment showing  that  he  realizes  the  effects  of  his  action.  Though  a  person 
withdraws  his  claim,  the  Bureau  retains  possession  of  the  application  form 
and  all  related  papers. 

1417.  AN  APPLICATION  FOR  THE  LUMP-SUM  MUST  BE  FILED 

WITHIN  A  2-YEAR  PERIOD  by  the  person  eligible  for  the  lump-sum 
unless  the  eligible  person  is  the  widow  (or  widower)  of  the  deceased,  and  she 
(or  he)  was  entitled  to  wife's  benefits  (or  husband's  benefits)  for  the 
month  before  the  month  in  which  the  insured  person  died.  In  the  latter 
case  no  application  for  the  lump-sum  is  required. 

The  2-year  filing  period  ends,  ordinarily,  with  the  second  anniversary 
of  the  insured  person's  death;  however,  under  the  conditions  set  out  in  the 
following  sections,  the  filing  period  may  be  extended. 

//  the  last  day  of  the  filing  period  is  a  Saturday,  Sunday,  legal  holi- 
day, or  other  nonwork  day,  the  application  may  be  filed  on  the  next  work 
day. 
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1418.  When  a  member  of  the  U.S.  Armed  Forces  dies  outside  the 

U.S.,  the  period  for  filing  application  for  the  lump-sum  payable  on  his  social 
security  account  ends  2  years  after  the  day  the  body  is  interred  or  reinterred 
(rather  than  2  years  after  the  day  of  death)  under  the  following  conditions, 
if  the  person  claiming  the  lump-sum  is  equitably  entitled  to  it  because  of 
having  paid  the  expenses  of  interment  or  reinterment: 

A.  Death  occurred  after  6/24/50,  and  before  1/1/57: 

1.  Outside  the  U.S. ;  and 

2.  The  serviceman  was  on  active  duty  in  the  Armed  Forces  of  the  U.S. ; 
and 

3.  The  body  is  interred  or  reinterred  in  the  U.S.  (including  Alaska 
and  Hawaii),  Puerto  Rico,  or  the  Virgin  Islands;  or 

B.  Death  occurred  after  12/31/56: 

1.  Outside  the  U.S. ;  and 

2.  The  deceased  was  a  member  of  a  uniformed  service  of  the  U.S. 
which  is  covered  by  social  security;  and 

3.  The  body  is  interred  in  the  U.S.  or  in  a  Territory  or  possession  of 
the  U.S. 

The  filing  period  is  not  extended  in  those  cases  where  the  deceased's 
widow  or  widower  could  be  entitled  to  the  lump-sum  only  on  the  basis  of 
relationship. 

1419.  The  Soldier's  and  Sailor's  Civil  Relief  Act  of  1940  provides 
for  an  extension  of  filing  time  so  that  a  serviceman  will  not  lose  any  benefits 
because  of  inability  to  make  a  proper  application  while  in  military  service. 

1420.  The  2-year  period  for  filing  the  lump-sum  application  may  be 
extended  if  all  of  the  following  conditions  are  met: 

A.  The  worker  died  after  8/31/54;  and 

B.  The  lump-sum  application  is  filed  within  2  years  after  the  end  of  the 
initial  2-year  filing  period ;  and 

C.  Good  cause  is  established  for  failure  to  file  the  application  within  the 
initial  2-year  period. 

1421.  GOOD  CAUSE  means  that  the  claimant  did  not  file  the  application 
within  the  time  limit  because  of : 

1.  Circumstances  beyond  his  control,  such  as  extended  illness,  com- 
munication difficulties,  etc. ;  or 

2.  Incorrect  or  incomplete  information  given  him  by  the  Bureau;  or 

3.  Efforts  to  get  the  evidence  to  support  his  claim,  without  realizing 
that  he  could  file  the  application  within  the  time  Hmit  and  submit 
the  supporting  evidence  later ;  or 

4.  Unusual  or  unavoidable  circumstances,  which  show  that  he  could 
not  reasonably  be  expected  to  have  been  aware  of  the  need  to  file  the 
application  within  a  specified  period. 
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Good  cause  cannot  be  established  if  the  person  was  informed  that  an 
application  for  the  lump-sum  had  to  be  filed  within  the  initial  2-year  period 
and  he  did  not  do  so  because  he  was  negligent  or  because  he  did  not  then 
want  to  claim  the  lump-sum  death  payment. 

1422.  EVIDENCE  OF  ONE-HALF  SUPPORT  MUST  BE  FILED 
WITHIN  A  2-YEAR  TIME  LIMIT  by  the  parents,  husband,  or  widower  of 
an  insured  worker  in  order  to  establish  their  potential  entitlement  to  benefits 
on  the  insured  person's  social  security  account.  The  2-year  period  within 
which  the  evidence  of  support  must  be  filed  depends  upon  the  circumstances 
and  the  particular  benefit  to  which  the  person  may  be  entitled  (see  §  331 
for  husband's  benefits ;  §  412  for  widower's  benefits ;  §  429  for  parent's 
benefits) . 

The  time  limit  may  be  extended  if  good  cause,  as  explained  in  §  1420,  is 
established  for  failure  to  file  the  evidence  within  the  applicable  time  limit. 
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Chapter  15 


REPRESENTATIVE  PAYEES 


1500.  Payment  to  person  other  than  beneficiary — Basic  policy. 

1501.  Interest  of  beneficiary  to  be  served. 

1502.  When  benefit  payment  not  made  directly  to  child  beneficiary. 

1503.  When  benefit  payment  made  directly  to  child  beneficiary. 

1504.  Duties  of  representative  payee. 

1505.  Proper  use  of  benefits  by  representative   payee. 

1506.  When  new  representative  payee  will  be  selected. 

1507.  Beneficiary  becomes  capable  of  handling  own  funds. 

1508.  Factors  affecting  selection  of  representative  payees. 

1509.  Order  of  preference  in  selecting  representative  payees  for  adults. 

1510.  Order  of  preference  in  selecting  representative  payees  for  children. 

1511.  Evidence  of  adult  beneficiary's  inability  to  manage  benefit  payments. 

1512.  Beneficiary  adjudged  incompetent  by  a  court. 

1513.  Evidence  of  appointment  of  guardian,  etc. 

1514.  Medical  evidence  of  a  person's  inability  to  manage  benefit  payments. 

1515.  Recovery  of  ability  to  manage  benefits. 

1500.  THE  BASIC  POLICY  OF  THE  BUREAU  with  respect  to  the 
appointment  of  a  representative  payee  (i.e.,  a  person  selected  to  receive 
benefit  payments  on  behalf  of  a  beneficiary)  is  that  every  adult  is  entitled 
to  receive  his  own  benefit  payments  unless  he  has  been  determined  to  be 
incapable  of  doing  so.  This  chapter  sets  forth  the  principles  which  are 
followed  in  deciding  when  the  beneficiary  is  incapable  of  receiving  direct 
payment  of  his  benefits  and  it  would  be  in  his  best  interest  to  certify  payment 
to  a  representative  payee. 

1501.  Where  it  appears  that  the  interest  of  a  beneficiary  would  be 
served  thereby,  the  Social  Security  Act  provides  that  payment  may  be  made 
for  his  use  and  benefit  to  a  relative  or  some  other  person,  regardless  of  the 
legal  competency  or  incompetency  of  the  beneficiary.  There  must  be  posi- 
tive evidence  of  an  adult  beneficiary's  incapability  of  managing  the  funds 
before  it  will  be  found  to  be  in  his  best  interest  to  designate  a  representative 
payee  for  him.  The  evidence  may  include  medical  or  legal  findings  of  in- 
competence or  other  acceptable  evidence.  (See  §§  1511-1514  for  acceptable 
evidence  of  mental  or  physical  incapability.) 

1502.  PAYMENT  IS  MADE  DIRECTLY  TO  AN  ADULT  BENE- 
FICIARY UNLESS : 

A.  He  is  mentally  incapable  of  managing  his  benefit  payments;  or 

B.  He  is  physically  incapable  of  managing  his  benefit  payments;  or 
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C.  He  is  entitled  to  childhood  disability  benefits  and  direct  payment 
would  be  disadvantageous  because  it  would  disrupt  an  established 
family  pattern.  (Note  that  even  though  direct  payment  is  not  made 
to  a  childhood  disability  beneficiary  in  this  type  of  case,  he  himself 
must  file  the  application  for  benefits — a  representative  payee  cannot 
file  the  application  for  him.) 

Even  if  a  person  is  mentally  ill,  he  may  still  be  able  to  manage  his 
benefit  payments  in  his  own  interest.  In  this  case,  payment  may  be  made 
directly  to  him. 

If  a  person  is  so  physically  disabled  that  he  cannot  manage  his  benefit 
payments,  even  with  the  help  of  others,  a  representative  payee  will  be  selected 
to  receive  payment  on  the  beneficiary's  behalf. 

1503.  A  MINOR  CHILD  (a  child  under  18  years  of  age)  is  ordinarily 
considered  incapable  of  managing  his  own  benefit  payments  and  a  repre- 
sentative payee  will  be  selected  to  receive  payment  on  the  child's  behalf. 
However,  payment  may  be  made  directly  to  a  minor  child  if: 

A.  There  is  no  indication  that  the  minor  is  inmiature  or  unstable;  and 

B.  It  appears  to  be  in  the  minor  child's  best  interest  to  make  direct  pay- 
ment; and 

C.  The  minor  child  is: 

1.  Entirely  self-supporting  and  living  away  from  home;   or 

2.  In  the  Armed  Forces;   or 

3.  A  widow  at  least  16  years  of  age  who  is  filing  for  social  security 
benefits  for  herself  and/or  her  child. 

1504.  THE  DUTIES  OF  A  REPRESENTATIVE  PAYEE  ARE: 

A.  To  exercise  prudence  and  care  in  managing  the  social  security  benefits 
paid  to  him  in  trust;   and 

B.  To  apply  the  benefit  payments  for  the  beneficiary's  use  and  benefit 

(see  §  1505) ;  and 

C.  To  maintain  a  continuing  interest  in  the  personal  welfare  of  the  bene- 
ficiary. (If  the  beneficiary  is  not  living  with  the  representative  payee 
this  interest  may  be  shown  by  visits,  consultations  with  the  beneficiary's 
custodian  concerning  the  beneficiary's  condition  and  needs,  and  plan- 
ning for  the  future  of  the  beneficiary)  ;   and 

D.  To  notify  the  Bureau  when  he  no  longer  has  responsibility  for  the 
welfare  and  care  of  the  person  on  whose  behalf  he  is  receiving  the 
social  security  benefits;   and 

E.  To  report  to  the  Bureau  the  occurrence  of  any  event  affecting  the 
beneficiary's  right  to  receive  social  security  payments. 

1505.  A  REPRESENTATIVE  PAYEE  MUST  APPLY  THE  PAY- 
MENTS FOR  THE  USE  AND  BENEFIT  of  the  entitled  individual. 
Social  security  benefits  are  properly  disbursed  if  they  are: 

A.  Spent  for  the  beneficiary's  current  needs  and  wants  such  as  food, 
shelter,  clothing,  education,  medical  and  dental  care,  etc.;   or 
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B.  Saved  for  the  beneficiary,  if  his  current  needs  are  being  met  through 
other  sources.  (For  example,  the  money  may  be  saved  by  placing  it 
in  U.S.  Savings  Bonds.)  The  savings  should  be  set  up  to  show  that 
they  belong  to  the  beneficiary. 

1506.  A  NEW  REPRESENTATIVE  PAYEE  WILL  BE  SELECTED 

IF  the  current  representative  payee : 

A.  Dies. 

B.  Becomes  incapable  of  managing  the  benefit  payments. 

C.  No  longer  wishes  to  serve  as  payee. 

D.  Fails  to  use  the  benefit  payments  properly. 

E.  No  longer  has  the  responsibility  for  the  care  and  welfare  of  the 
beneficiary. 

F.  Is  otherwise  no  longer  suitable  to  act  as  representative  payee. 

1507.  IF  AFTER  A  PERIOD  OF  INCAPABILITY,  A  BENEFICIARY 
BECOMES  CAPABLE  OF  MANAGING  HIS  BENEFITS,  payment  to 
the  representative  payee  will  be  stopped  and  payment  will  be  made  directly 
to  the  beneficiary  when  it  is  shown  that  the  beneficiary  is  mentally  and 
physically  capable  of  managing  his  benefit  payments.  (See  §  1515  for  evi- 
dence required  to  prove  present  capability.) 

1508.  THE  CLASSES  OF  PAYEES  CONSIDERED  MOST  LIKELY 
TO  PROMOTE  THE  BENEFICIARY'S  WELFARE  are  listed  in  §  1509 
for  adults,  and  §  1510  for  children.  The  classes  at  the  beginning  of  the 
listing  are  given  preference  in  consideration  over  those  lower  in  the  listing. 
However,  the  listings  are  not  inflexible;  in  each  case  the  beneficiary's  wel- 
fare is  controlling  in  the  selection  of  a  payee.  Consideration  is  given  to 
such  factors  as: 

A.  The  potential  representative  payee's  interest  in,  and  concern  and  re- 
sponsibility for,  the  welfare  of  the  beneficiary. 

B.  The  plans  that  the  potential  payee  has  for  the  use  of  the  benefits  and 
the  care  of  the  beneficiary. 

C.  The  person's  qualifications  to  act  as  representative  payee. 

1509.  The  usual  order  of  preference  in  selecting  a  payee  for  an 
adult  (including  a  disabled  "child"  age  18  or  over)  is: 

A.  The  legal  guardian  or  spouse  (or  other  relative)  who  has  actual  custody 
of  the  beneficiary,  or  who  demonstrates  a  strong  interest  in  the  personal 
welfare  of  the  beneficiary ;  or 

B.  A  friend  who  has  custody  of  the  beneficiary,  or  demonstrates  strong 
interest  in  the  beneficiary's  personal  welfare;  or 

C.  A  public  or  nonprofit  agency  or  institution  having  custody  of  the  bene- 
ficiary; or 

D.  A  private,  profit-making,  licensed  institution  having  custody  of  the 
beneficiary  if  reconunended  by  a  social  agency. 
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1510.   The  usual  order  of  preference  in  selecting  a  payee  for  a 
minor  child  is: 

A.  The  natural  or  adoptive  parent  having  custody  of  the  child; 

B.  The  natural  or  adoptive  parent  who  does  not  have  custody  of  the 
child  but  who  is  making  regular  and  substantial  contributions  to  the 
child's  support ; 

C.  The  natural  or  adoptive  parent  who  does  not  have  custody  of  the  child, 
does  not  contribute  to  the  child's  support,  but  who  shows  an  active 
continuing  interest  in  the  child's  welfare; 

D.  A  relative,  including  a  stepparent,  having  custody  of  the  child; 

E.  A  relative  who  does  not  have  custody  of  the  child  but  makes  regular 
and  substantial  contributions  to  the  child's  support; 

F.  A  legal  guardian  displaying  an  interest  in  the  personal  welfare  of  the 
child; 

G.  A  social  agency,  institution,  or  foster  parent  having  custody  of  the 
child; 

H.  A  relative  or  close  friend  displaying  a  strong  interest  in  the  child's 

welfare; 
I.    A  legal  guardian  whose  interest  is  mainly  in  caring  for  the  financial 

interest  of  the  child. 

If  a  child  is  removed  from  the  custody  of  a  person  because  of  neglect, 
abandonment,  or  improper  guardianship,  that  person  will  not  be  chosen  as 
payee. 

1511.  EVIDENCE  OF  AN  ADULT  BENEFICIARY'S  INCAPABIL- 

ITY  to  manage  his  benefit  payments  must  be  submitted  before  a  representa- 
tive payee  will  be  chosen  to  be  paid  benefits  on  the  beneficiary's  behalf.  The 
evidence  may  be  medical  or  legal  findings  of  incapability  or  other  acceptable 
evidence  of  incapability. 

1512.  If  a  beneficiary  has  been  adjudged  incompetent  by  a  court, 

or  a  legal  guardian  has  been  appointed  to  manage  his  estate,  a  certified 
copy  of  the  court  order  prepared  by  the  proper  official  must  be  submitted 
to  the  Bureau.  The  beneficiary's  inability  to  manage  his  funds  will  gen- 
erally be  presumed  if  there  is  stiU  in  effect  a  recent  court  finding  of  incom- 
petency or  appointment  of  a  legal  guardian.  If  the  legal  finding  of  in- 
competency is  not  recent  or  if  it  appears  that  the  beneficiary  may  have 
regained  the  ability  to  manage  his  benefit  funds,  additional  evidence  of  his 
incapability  to  handle  funds  may  be  required. 

Even  though  there  is  a  court  finding  of  incompetency  or  a  legal 
guardian  has  been  appointed,  the  Bureau  may  make  direct  payment  to  the 
beneficiary  if  there  is  medical  evidence  of  his  ability  to  handle  his  funds 
and  it  is  found  that  it  would  be  of  therapeutic  value  to  make  direct  payment 
to  him. 

As  used  here,  a  legal  guardian  means  a  person  who  has  been  ap- 
pomted  or  authorized  by  a  court,  or  by  statute,  to  assume  control  of  and  re- 
sponsibility for   the  management   of  the  beneficiary's  estate.     The   term 
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includes  a  statutory  guardian,  a  conservator,  or  a  committee;  however,  it  does 
not  include  an  agency  or  institution  to  which  a  child  or  incapable  adult  has 
been  committed. 

1513.  Evidence  of  appointment  must  be  furnished  by  a  guardian,  trus- 
tee, administrator,  executor,  committee,  conservator,  or  other  fiduciary 
filing  in  his  oflficial  capacity  for  monthly  social  security  benefits  or  the  lump- 
sum. 

A  certified  copy  of  the  letters  or  court  order  of  appointment  prepared 
by  the  proper  court  official  is  acceptable  evidence  of  appointment  as  a 
fiduciary.  The  certified  copy  of  the  appointment  papers  must  show  that 
the  appointment  is  still  in  full  force  and  effect. 

A  power  of  attorney  does  not  give  a  person  the  right  to  act  as  repre- 
sentative payee  for  the  beneficiary  who  executed  it  (see  §  127  for  the  use 
of  a  power  of  attorney) . 

1514.  Medical  evidence  of  a  person's  incapability  to  handle  benefit 
payments  may  consist  of: 

A.  //  the  beneficiary  is  not  in  an  institution:  A  statement  from  his  physi- 
cian based  on  the  physician's  own  examination  of  the  beneficiary 
within  the  past  year  and  his  knowledge  of  the  beneficiary's  present 
condition. 

B.  //  the  beneficiary  is  in  an  institution  (other  than  a  private  profit- 
making  institution) :  A  statement  by  the  medical  officer  of  the  in- 
stitution. 

C.  //  the  beneficiary  is  in  a  private  profit-making  institution:  A  state- 
ment completed  and  signed  by  the  physician  in  attendance  or  by  a 
physician  called  in  to  examine  the  beneficiary. 

The  statement  of  the  physician  must  give  a  medical  diagnosis  and  prog- 
nosis and  the  physician's  opinion  of  the  beneficiary's  capability  to  manage 
benefit  payments.  Special  forms  to  be  used  for  the  statements  of  the  physi- 
cian are  available  at  social  security  district  offices. 

1515.  Evidence  of  the  beneficiary's  present  ability  to  manage  bene- 
fits must  be  furnished  when  an  adult  beneficiary  for  whom  a  representative 
payee  had  been  appointed  feels  that  he  can  now  manage  his  own  benefit 
payments.     He  should  submit; 

A.  His  physician's  statement  regarding  his  condition ;  or 

B.  A  certified  copy  of  the  court  order  restoring  his  legal  competency ;  or 

C.  A  statement  by  the  chief  medical  officer  of  the  institution  where  he 
was  confined,  showing  that  the  beneficiary  is  presently  capable  of 
managing  his  funds. 
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Chapter  16 


ESTABLISHING  RIGHT 
TO  BENEFITS 


1600.  Usual  evidence  requirements — Chart. 

1601.  District  ofl&ce  advises  as  to  proof  required. 

1602.  Nondisclosure  of  information  in  Bureau  records. 

1603.  Type  of  evidence  to  be  submitted — General. 

1604.  Evaluating  evidence. 

1605.  When  proof  of  age  is  required. 

1606.  Types  of  evidence  of  age. 

1607.  How  natural  parent-child  relationship  is  proved. 

1608.  Evidence  of  legal  adoption. 

1609.  Evidence  of  steprelationship. 

1610.  Evidence  of  ceremonial  marriage. 

1611.  Evidence  of  common-law  marriage. 

1612.  When  evidence  of  termination  of  prior  marriage  is  required. 

1613.  Establishing  termination  of  marriage. 

1614.  Evidence  of  death. 

1615.  Presumption  of  death  after  7  years. 

1616.  Where  death  was  due  to  violence. 

1617.  Evidence  that  child  is  in  claimant's  care. 

1618.  Evidence  of  support. 

1619.  Proving  payment  of  burial  expenses. 

1620.  Evidence  of  U.S.  citizenship. 

1621.  Evidence  of  wages. 

1622.  When  employer's  records  not  available. 

1623.  Verification  of  unsigned  employer's  wage  statements. 

1624.  Union  records. 

1625.  Certified  copies  of  worker's  State  or  Federal  tax  returns. 

1626.  Finding  by  State  unemployment  compensation  agencies. 

1627.  Statement  by  person  knowing  about  employment. 

1628.  Personal  records  of  worker. 

1629.  Evidence  of  self-employment  income. 

1630.  Aid  obtainable  from  Internal  Revenue  Service. 

1631.  Partnership  return  required   (Form  1065). 

1600.  EACH  CLAIMANT  MUST  PROVE  his  identity  and  that  he  has 
met  all  the  requirements  to  be  entitled  to  the  benefit  which  he  is  claiming. 
The  chart  on  page  183  summarizes  the  evidence  usually  required  to  be  sub- 
mitted to  the  Bureau.  However,  it  is  possible  that  additional  evidence  may 
be  required  in  some  cases. 

1601.  Proof  of  matters  other  than  those  shown  in  the  chart  may  be 

necessary  to  estabUsh  a  person's  right  to  benefits  (e.g.,  proof  of  disability 
when  benefits  are  based  on  the  existence  of  a  disability) .  The  district  office 
will  advise  each  claimant  of  what  he  must  prove  and  what  evidence  should 
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be  submitted.  The  claimant  should  submit  the  evidence  to  the  district  office 
that  is  handling  his  claim  for  benefits. 

1602.  Information  submitted  to  the  Bureau  in  connection  with  a 
person's  claim  cannot  be  disclosed  to  any  other  person  except  for  very 
limited  purposes  (see  §§  130-141  for  a  full  explanation  of  the  rules  about 
disclosing  information) . 

1603.  Generally,  original  documents  should  be  submitted  as  evi- 
dence if  available.  If  the  original  is  not  available,  a  copy  of  the  document, 
properly  certified  by  the  custodian  of  the  docimient  or  record,  may  be 
submitted.  Documents  in  foreign  languages  may  be  acceptable  and 
can  be  translated  by  Government  translators.  Ordinarily,  any  documents 
submitted  will  be  returned  upon  request.  If  a  photocopy  of  a  document  is 
submitted  as  evidence,  the  original  document  must  also  be  submitted  to  the 
Bureau  for  comparison  and  return.  The  original  need  not  be  submitted  if 
the  photocopy  has  been  certified  by  the  official  custodian  of  the  original 
document  to  be  an  exact  copy  of  the  original. 

Where  an  individual's  statement  is  submitted  as  evidence  of  a  particular 
factor,  it  should  be  complete  and  detailed.  If  supporting  evidence  is  avail- 
able it  should  be  submitted.  Statements  must  be  signed  but  need  not  be 
notarized.  If  a  statement  is  signed  by  mark,  2  persons  who  know  the  person 
signing  by  mark  should  sign  as  witnesses. 

A  person  should  have  full  knowledge  of  what  he  is  signing  and  of  the 
fact  that  it  is  to  be  used  for  social  security  purposes.  Any  false  statement 
made  by  a  person  in  an  attempt  to  obtain  benefits  not  due  for  himself  or 
another  is  punishable  under  the  Social  Security  Act  by  a  fine  of  up  to  $1,000, 
or  imprisonment  for  up  to  one  year,  or  both.  It  may  also  be  punishable 
under  another  part  of  the  United  States  Code  with  more  severe  penalties. 
See  §§  142-146. 

1604.  In  evaluating  a  particular  document  submitted  as  evidence, 

such  factors  as  the  following  are  considered : 

A.  The  source  of  information  from  which  the  record  was  made. — ^Was  the 
person  originally  furnishing  the  information  in  a  position  to  know  the 
facts  ? 

B.  The  purpose  for  which  the  record  was  made. — Was  there  any  reason 
to  falsify  or  distort  the  facts? 

C.  The  formality  of  the  document. — Was  it  made  under  oath?  Is  it  a 
public  record  ?  Were  there  witnesses  to  its  execution  ?  Was  a  penalty 
provided  for  a  false  statement? 

D.  The  age  of  the  document, — Was  the  record  made  at,  or  shortly  after,  the 
time  the  event  occurred? 

E.  The  custody  of  the  document. — Has  it  been  in  the  possession  of  someone 
who  might  have  reeison  to  change  it? 

F.  Its  appearance. — Lack  of  erasures,  etc. 

G.  The  consistency  of  aU  the  evidence  relating  to  a  particular  matter. 
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H.  Whether  the  person  furnishing  the  information  has  an  interest  in  the 
claim  in  connection  with  which  the  proof  is  needed. 

1605.  PROOF  OF  AGE  is  required  when  age  is  a  factor  in  determining 
benefit  rights.     For  example: 

A.  Age  of  child  for  children's  benefits.     (Child  must  be  under  age  18 
unless  disabled.) 

B.  Age  50  for  disability  insurance  benefits. 

C.  Age  62   (or  65)   for  women's  retirement  benefits. 

D.  Age  65  for  men's  retirement  benefits. 

E.  Age  72  for  the  "retirement  test"  (see  §  1701) . 

F.  Age   of   deceased   worker   when    it   affects   the   benefit   computation 
or  insured  status. 

1606.  As  evidence  of  age  the  claimant  must  ordinarily  submit  one  or 
more  of  the  following  (listed  in  order  of  preference)  : 

A.  Public  record  of  birth  (birth  certificate)   made  at  the  time  of  birth; 

B.  Church  record  of  birth  or  baptism; 

C.  Census  Bureau  notification  of  registration  of  birth; 

D.  Hospital  birth  record  or  certificate; 

E.  Flyttningsbetyg  (Swedish  church  record) ;  or  similar  foreign  record; 

F.  Physician's  or  midwife's  birth  record; 

G.  Bible  or  other  family  record; 
H.  Naturalization  record; 

I.    Immigration  record; 

J.    Military  record; 

K.  Passport; 

L.    School  record; 

M.  Vaccination  record; 

N.    Insurance  policy; 

O.    Labor  union  or  fraternal  record ; 

P.    Marriage  record; 

Q.  Other  evidence  of  probative  value. 

1607.  A  NATURAL  PARENT-CHILD  RELATIONSHIP  MAY  BE 
SHOWN  by  the  child's  birth  or  baptismal  certificate  if  it  shows  the  worker 
to  be  the  child's  parent. 

Similarly,  a  short-form  birth  certificate,  that  is,  one  that  does  not  show 
either  parent's  name  can  be  used  to  establish  the  parent-child  relationship 
if  it  shows  the  child's  surname  to  be  the  same  as  the  parents'  and  they 
establish  that  they  are  married. 

1608.  The  legal  adoption  of  a  child  may  be  proved  by  a  certified  copy 
of  the  decree  or  court  order  of  adoption.  In  States  in  which  the  adoption 
papers  are  sealed  and  a  court  order  is  required  before  a  certified  copy  of 
the  adoption  papers  can  be  obtained,  the  following  evidence  may  be  used  to 
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prove  the  adoption  if  the  individual  does  not  have  and  cannot  obtain  a 
certified  copy  of  the  adoption  papers : 

A.  Unsealed  records  of  the  court  granting  the  adoption ;  or 

B.  Official  notice  received  by  the  adopting  parents  that  the  adoption  was 
complete;  or 

C.  A  birth  certificate  issued  as  a  result  of  the  adoption ;  or 

D.  Records  of  the  Commissioner  of  Health  or  other  State  official;  or 

E.  Reports  of  the  adoption  in  official  legal  publications ;  or 

F.  Records  of  the  attorney  or  child  welfare  agency  concerned  with  the 
proceedings. 

The  evidence  in  (A)  through  (F)  must  show: 

1.  That  the  court  approved  a  final  decree  of  adoption ; 

2.  That  the  persons  involved  were  named  as  adoptive  parents  and  adopted 
child;  and 

3.  The  date  that  the  decree  or  order  was  granted. 

If,  under  appropriate  State  law,  no  court  decree  or  order  was  necessary, 
the  adoption  may  be  proved  by  a  certified  copy  of  the  public  record  of 
adoption  or,  if  none  was  required,  the  original  document  by  which  the 
adoption  was  effected. 

1609.  A  steprelationship  is  proved  by : 

A.  First  proving  the  relationship  between  the  child  and  the  natural  (or 
adopting)  parent  (see  §§  1607-1608)  ;  and 

B.  Then  proving  the  marriage  between  the  natural  (or  adopting)  parent 
and  the  stepparent  (see  §§  1610-1613) . 

1610.  A  CEREMONIAL  MARRIAGE  MAY  BE  PROVED  BY: 

A.  A  certified  copy  of  the  public  record  of  the  marriage;  or 

B.  A  certified  copy  of  the  church  record  of  the  marriage ;  or 

C.  The  original  marriage  certificate. 

One  of  the  foregoing  types  of  evidence  must  be  submitted  unless  it  is 
shown  to  be  unavailable,  in  which  case  the  following  types  of  evidence  may 
be  submitted: 

D.  The  signed  statement  of  the  clergyman  or  public  official  who  per- 
formed the  marriage;  or 

E.  Other  evidence  of  probative  value. 

In  some  cases,  evidence  obtained  for  other  purposes  may  also  serve  as 
adequate  evidence  of  marriage. 

1611.  Evidence  to  prove  a  common-law  marriage  must  include: 

A.  If  the  husband  and  wife  are  living,  a  statement  from  each  and  a 
statement  from  2  of  their  blood  relatives. 
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B.  //  either  the  husband  or  wife  is  dead,  a  statement  from  the  sur- 
viving widow  or  widower  and  statements  from  2  blood  relatives  of  the 
decedent. 

C.  //  both  husband  and  wife  are  dead,  a  statement  from  a  blood  rela- 
tive of  the  husband  and  from  a  blood  relative  of  the  wife. 

The  statements  required  of  the  husband,  wife,  and  relatives  must  be 
made  on  special  forms  that  are  available  in  any  district  office.  All  items 
on  the  forms  must  be  answered  fully  and  in  the  individual's  own  words. 

If  the  claimant  satisfactorily  explains  why  the  required  statements  from 
relatives  cannot  be  obtained,  statements  from  other  persons  who  know  of 
the  facts,  and  other  evidence  of  probative  value  may  be  submitted  instead. 

1612.  Evidence  of  termination  of  a  marriage  may  be  required  if  the 
claimant's  right  to  benefits  depends  upon  the  validity  of  a  subsequent 
marriage.  A  valid  ceremonial  or  common-law  marriage  can  end  only  by 
death,  divorce,  or  annulment. 

1613.  The  termination  of  a  marriage  may  be  established  by: 

A.  A  certified  copy  of  the  divorce  decree ; 

B.  A  certified  copy  of  the  annulment  decree; 

C.  A  certified  copy  of  the  death  certificate  (or  other  proof  of  death, 
see  §  1614) . 

Or,  if  none  of  the  above  are  obtainable,  by: 

D.  Any  other  evidence  of  probative  value. 

The  reason  preferred  evidence  is  not  available  must  be  given. 

If  the  prior  marriage  was  ended  by  a  divorce  in  a  State  that  imposes 
a  restriction  on  remarriage,  the  claimant  must  show  that  the  remarriage  did 
not  violate  the  restriction. 

1614.  EVIDENCE  OF  DEATH  may  consist  of: 

A.  A  certified  copy  of  a  public  record  of  death ;  or 

B.  A  statement  of  death  by  the  funeral  director;  or 

C.  A  statement  of  death  by  the  attending  physician  or  the  superintendent, 
physician,  or  intern  of  the  institution  where  the  person  died;  or 

D.  A  certified  copy  of  the  coroner's  report  of  death,  or  the  verdict  of 
the  coroner's  jury;  or 

E.  A  certified  copy  of  an  official  report  of  death  or  finding  of  death 
made  by  an  agency  or  department  of  the  U.S.  which  is  authorized 
or  required  to  make  such  report  or  finding  in  the  administration  of 
any  law  of  the  U.S. 

A  presumptive  finding  of  death  by  an  armed  service  department 

will  establish  the  fact  of  death  but  not  the  date  of  death.  If  there  is  no 
evidence  to  establish  a  later  date,  the  date  the  man  was  "missing"  is  used 
as  the  date  of  death.        ai  auj 
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//  none  of  the  evidence  in  (A)  through  (E)  can  he  obtained,  and 

the  claimant  satisfactorily  explains  why  it  cannot  be  provided,  statements 
should  be  submitted  from  two  or  more  persons  (preferably  not  related  to 
the  claimant)  who  saw  the  body.  These  statements  must  be  quite  complete 
and  should  indicate  the  date  and  place  of  death;  the  date  and  place  of 
viewing  the  body;  the  cause  of  death,  if  known;  the  occupation,  age,  sex,  and 
race  of  the  deceased;  the  relationship  of  the  deceased,  if  any,  to  the  person 
making  the  statements;  the  basis  for  his  identification  of  the  body;  and 
that  none  of  the  types  of  evidence  in  (A)  through  (E)  above  can  be 
obtained. 

In  disappearance  cases  where  the  body  is  not  recovered,  the  death 
of  the  missing  person  must  be  clearly  proved.  The  claimant  must  submit 
all  available  evidence,  including  statements  of  persons  having  knowledge 
of  the  situation,  letters  or  notes  left  by  the  missing  person  that  have  a 
bearing  on  the  case,  the  results  of  insurance  or  police  investigations,  and 
the  complete  facts  surrounding  the  person's  disappearance. 

1615.  A  person  will  be  presumed  dead  if  he  has  been  unexplainedly 
absent  from  home  and  has  not  been  heard  of  for  7  years  or  more  under 
such  circumstances  as  would  indicate  that  the  person  would  have  been 
likely  to  communicate  with  his  family  or  friends  if  he  had  been  alive. 

The  date  of  death  may  be  found  to  be  later  than  the  date  of  disappearance 
based  on  the  facts  in  the  case;  however,  it  cannot  be  later  than  the  last  day 
of  the  7-year  period.  Where  only  the  fact  of  death  needs  to  be  proved, 
the  date  of  death  will  be  established  as  the  last  day  of  the  7-year  period. 

1616.  If  the  worker's  death  was  caused  by  violence,  evidence  should 
be  submitted  showing  whether  or  not  the  claimant  was  involved  in  the 
worker's  death.  No  one  convicted  of  the  felonious  homicide  of  the  worker 
can  be  entitled  to  benefits  on  the  worker's  earnings  account.  Further,  the 
convicted  person  is  considered  not  to  exist  in  deciding  the  rights  of  other 
persons  to  benefits  on  the  worker's  account. 

Where  a  potential  beneficiary  or  claimant  may  have  been  involved  in 
the  death  of  the  worker  and  6  months  or  more  have  passed  and  no  charge 
is  pending  or  contemplated  against  him,  a  statement  to  this  effect  from  the 
proper  law  enforcement  official  should  be  submitted.  If  a  potential  claim- 
ant was  either  acquitted  or  convicted  of  the  felonious  homicide  of  the 
deceased,  a  certification  of  the  final  verdict,  or  court  record,  or  in  lieu  of 
this  a  statement  from  the  proper  official  advising  as  to  the  disposition  of 
the  case,  should  be  submitted. 

1617.  EVIDENCE  THAT  A  CHILD  IS  IN  A  CLAIMANT'S  CARE 

usually  consists  of: 

A.  Statements  by  the  claimant;  and 

B.  Where  the  claimant  and  the  child  are  living  apart,  statements  by  the 
person  with  whom  the  child  is  living  or  by  an  official  of  the  school 
which  the  child  is  attending  or  both;  and 

C.  Statements  of  other  people  who  know  the  facts,  if  necessary. 
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The  social  security  district  office  will  furnish  the  forms  needed  by  the 
claimant  to  establish  that  a  child  is  "in  her  care". 

1618.  EVIDENCE  OF  SUPPORT  includes  a  statement  of  the  claimant 
and  whatever  other  evidence  may  be  necessary  to  substantiate  the  claim- 
ant's statements  concerning  his  (or  her)  support.  The  claimant's  state- 
ment is  generally  made  on  a  Bureau  form  (available  at  every  district  of- 
fice) which  is  designed  to  bring  out  all  the  information  about  the  claim- 
ant's total  income  from  all  sources  during  the  appropriate  period,  the 
cost  of  the  claimant's  support  during  the  same  period,  and  the  amount 
and  frequency  of  the  worker's  contributions. 

When  a  husband  claims  benefits  on  his  wife's  social  security  account, 
his  wife  must  also  submit  a  statement  regarding  her  contributions  to  his 
support  and  her  total  income. 

A  former  wife  divorced,  claiming  mother's  benefits  on  the  social  secu- 
rity account  of  a  deceased  worker  must  submit  (in  addition  to  the  statement 
regarding  contributions  by  the  worker  and  her  total  income  and  expendi- 
tures) a  certified  copy  of  the  court  order,  or  the  agreement,  if  in  writing, 
under  which  the  worker  was  contributing  to  her  support.  If  the  agreement 
is  not  in  writing,  the  claimant  must  submit  evidence  to  establish  the  agree- 
ment and  its  terms. 

1619.  PAYMENT  OF  THE  WORKER'S  BURIAL  EXPENSES  may 

be  established  by: 

A.  An  itemized  receipted  bill  from  the  funeral  director  or  from  any 
other  person  furnishing  goods  or  services  for  the  burial  of  the  worker, 
showing : 

1.  The  total  cost  of  the  goods  or  services  furnished; 

2.  That  the  expense  was  for  the  worker's  burial; 

3.  The  names  of  each  person  who  paid  any  part  of  the  burial  expense; 

4.  The  amount  and  date  of  each  payment; 

5.  The  amount  remaining  unpaid,  if  any;   and 

B.  A  signed  statement  on  the  application  form  showing; 

1.  The  claimant's  relationship  to  or  connection  with  the  deceased; 

2.  The  total  amount  of  the  burial  expense; 

3.  The  amount  he  paid  from  his  own  funds; 

4.  The  amount  of  any  burial  expenses  still  unpaid;   and 

5.  Whether  he  has  been  or  will  be  reimbursed  (in  cash  or  property) 
for  any  amount  that  he  paid. 

1620.  EVIDENCE  OF  U.S.  CITIZENSHIP  may  be  required  in  certain 
cases  such  as  to  determine  coverage  status  of  people  working  in  foreign 
countries  (see  §863),  or  the  applicability  of  the  alien  nonpayment  pro- 
vision (see  §  1734) .  A  person  may  be  a  citizen  of  the  U.S.  by  birth  or 
by  naturalization.     Acceptable  evidence  of  U.S.   citizenship  may  be: 

A.  A  birth  or  baptismal  certificate  showing  that  the  person  was  bom  in 
the  U.S.;  or 
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B.  A  certificate  of  derivative  citizenship  issued  by  the  Immigration  and 
Naturalization  Service;  or 

C.  A  passport  issued  by  the  U.S.  Department  of  State  and  still  valid;  or 

D.  A  certificate  of  naturalization;  or 

E.  A  report  by  a  U.S.  Consular  Office  of  the  birth  of  a  child  to  a  U.S. 
citizen  outside  the  U.S.;  or 

F.  Other  evidence  of  probative  value  indicating  birth  within  the  U.S. 

1621.  E\^DENCE  OF  THE  AMOUNT  OF  WAGES  PAID  to  a  worker 
and  the  period  in  which  paid  must  be  submitted  if  the  wages  are  not 
recorded  in  the  earnings  record  maintained  by  the  Social  Security  Admin- 
istration or  the  Railroad  Retirement  Board  or  if  there  is  reason  to  believe 
that  the  amounts  recorded  are  not  correct.  This  evidence  must  be  based 
directly  on  the  employer's  records  if  available  and  may  consist  of: 

A.  Signed  statements  by  an  employer  based  on  his  records,  showing  the 
amount  of  wages  paid. 

B.  State  Unemployment  Compensation  Agency's  statements  based  on  the 
employer's  records. 

C.  Certifications  prepared  by  an  employee  of  the  Social  Security  Admin- 
istration of: 

1.  The  employer's  records;  or 

2.  Employer's  tax  returns  kept  in  an  office  of  the  Internal  Revenue 
Service;  or 

3.  A  report  of  an  Internal  Revenue  Service  audit  of  the  employer's 
records. 

D.  The  employer's  records  on  file  with  the  Department  of  Defense  in 
Washington. 

E.  The  form  prepared  by  a  Social  Security  Administration  employee  and 
signed  by  a  proper  State  official  to  report  a  correction  in  wages  re- 
ported by  a  State  for  its  employees. 

1622.  When  evidence  based  directly  on  employer  records  is  not 
available,  the  following  may  be  submitted : 

A.  The  employee's  copy  of  his  withholding  tax  statement,  Form  W-2;  or 

B.  Pay  envelopes,  vouchers,  and  similar  unsigned  employer  wage  state- 
ments given  to  the  employee,  a  State  agency,  or  another  Federal 
agency  (see  §  1623)  ;  or 

C.  Union  records  (see  §  1624) ;  or 

D.  The  worker's  income  tax  returns  (see  §  1625)  ;  or 

E.  Records  of  State  unemployment  agencies  based  on  evidence  other  than 
the  employer's  records  (see  §  1626) ;  or 

F.  Statements  of  persons  having  knowledge  of  the  facts  (see  §  1627) ;  or 

G.  The  worker's  personal  records  (see  §  1628) ;  or 
H.  Other  acceptable  evidence. 

The  types  of  evidence  listed  in  this  section  must  show  clearly  the  amount 
of  wages  paid  and  when  they  were  paid,  and  must  be  supported  by  at  least 
one  other  piece  of  evidence  of  the  kinds  listed. 
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1623.  Pay  envelopes,  vouchers,  and  similar  unsigned  employer 
wage  statements  must: 

A.  Show  the  worker's  and  the  employer's  names;  and 

B.  Show  the  amount  of  wages  paid  and  dates  of  payment  or  employment; 
and 

C.  Be  accompanied  by  the  claimant's  signed  statement  showing: 

1.  When  the  employer  furnished  the  voucher  or  wage  statements;  and 

2.  Whether  the  employer  made  all  the  entries;  and 

3.  Whether  this  information  correctly  shows  the  wages  paid  and  dates 
of  employment. 

1624.  When  union  records  are  used  as  evidence  of  wages,  the  infor- 
mation submitted  must  include : 

A.  The  worker's  and  employer's  names; 

B.  The  beginning  and  ending  dates  of  employment; 

C.  The  amount  of  wages  paid ; 

D.  Breakdown  by  calendar  quarters  of  amounts  shown  on  union  records; 

E.  The  name  and  title  of  the  union  official  giving  the  information  and 
the  name  and  local  number  of  the  union; 

F.  Whether  the  amounts  shown  in  the  records  were  reported  by  the 
employer,  shop  steward,  or  employee,  etc. ;  and 

G.  Intervals  at  which  the  reports  are  made. 

If  the  amounts  shown  on  the  union  records  are  dues  rather  than  wages 
paid,  the  information  should  show  whether  the  dues  are  fixed  or  based 
on  wages  actually  paid  to  the  worker  and  whether  any  charges  not  related 
to  wages  also  are  included  in  the  dues  figure.  When  the  recorded  amounts 
are  total  wages,  the  evidence  also  should  show  whether  they  are  the  actual 
wages  paid  or  whether  they  were  figured  by  using  the  prevailing  union  rate 
of  pay. 

1625.  Certified  copies  of  the  worker's  State  or  Federal  income  tax 
returns  may  be  used  as  evidence  of  wages  paid  if  they  show  the  actual 
wages  paid  to  the  worker.  Certified  copies  of  Federal  income  tax  returns 
may  be  obtained  from  the  District  Director  of  Internal  Revenue  for  a  small 
fee. 

Uncertified  copies  of  State  or  Federal  income  tax  returns  may  only  be 
used  as  supporting  evidence  if  a  certified  copy  is  not  obtainable. 

1626.  Findings    by    State    unemployment    compensation    agencies 

based  on  evidence  other  than  the  employer's  records  may  be  used  as  evidence 
if  they  are  based  on  evidence  which  is  acceptable  to  the  Social  Security 
Administration.  A  copy  or  certification  of  the  State  agency's  findings 
showing  the  employer's  name,  wages  paid  to  the  worker,  and  a  description 
of  the  evidence  on  which  the  finding  was  based,  must  be  submitted. 
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1627.  Statements  of  persons  who  know  about  the  employment  and 

wages  should  be  made  on  a  special  form  available  at  all  district  offices. 
Sources  for  these  statements  include  the  worker's: 

A.  Supervisors; 

B.  Foreman; 

C.  Fellow  employees; 

D.  Banks,  or  others  who  regularly  cashed  his  pay  checks; 

E.  Employment  agencies; 

F.  Union  officials,  etc. 

The  statements  must  set  out  the  facts  on  which  the  person  bases  his 
conclusions  about  the  wages  paid  to  the  worker  and  the  periods  for 
which  the  wages  were  paid.  Statements  by  persons  who  have  personal 
knowledge  of  the  amount  of  the  wages  paid  to  the  worker  or  of  the 
periods  when  payment  was  made  may  be  supported  by  other  evidence  which 
establishes  the  additional  facts. 

1628.  Personal  records  of  the  worker  of  wages  paid  to  him  are  not  of 

high  probative  value  since  they  are  self-serving.  However,  regular,  com- 
plete, and  genuine  records  may  be  used  to  support  other  types  of  evidence. 
A  statement  must  be  furnished  showing: 

A.  Who  made  the  entries; 

B.  When  they  were  made; 

C.  The  basis  for  the  entries; 

D.  What  happened  to  any  wage  statements  which  were  given  to  the 
worker  by  the  employer;  and 

E.  An  explanation  of  all  discrepancies  and  inaccuracies  in  the  records. 

1629.  EVIDENCE  OF  THE  AMOUNT  OF  EARNINGS  FROM  SELF- 
EMPLOYMENT  IS  REQUIRED  where  the  earnings  have  not  yet  been 
recorded  in  the  person's  social  security  account  or  there  is  some  reason 
to  believe  the  amount  reported  may  not  be  correct.     Evidence  may  consist  of: 

A.  A  copy  of  Form  1040  (U.S.  Individual  Tax  Return) ;  and 

B.  Schedule  C  (Profit  (or  loss)  from  Business  or  Profession),  or  Sched- 
ule F  (Schedule  of  Farm  Income  and  Expenses) ;  and 

C.  Evidence  that  a  self-employment  tax  return  was  filed  with  the  Internal 
Revenue  Service,  such  as: 

1.  A  canceled  check,  money  order  receipt,  cashier's  check  receipt,  or 

receipt  issued  by  the  Internal  Revenue  Service. 

2.  Copy  of  Schedule  C  or  F  bearing  notation  of  receipt  or  time  stamp 
by  the  Internal  Revenue  Service. 

3.  Other  evidence  of  probative  value. 

1630.  If  a  copy  of  the  Form  1040,  Schedule  C,  or  Schedule  F  is  not 
available,  but  is  needed  to  establish  the  amount  of  self -employment  income, 
the  Internal  Revenue  Service  may  be  asked  to  furnish  the  information 
in  its  files.     Normally,  the  social  security  district  office  will  request  the 

192 


I 


information  from  the  Internal  Revenue  Service.  If  the  return  cannot  be 
located  but  the  claimant  knows  one  was  filed,  he  may  complete  and  sign 
a  written  request  asking  the  Internal  Revenue  Service  to  furnish  a  state- 
ment of  the  amount  of  self-employment  income  for  the  year  in  question. 
Complete  identifying  information,  place  of  filing,  etc.,  must  be  furnished 
so  that  the  tax  return  can  be  located. 

1631.  If  the  self-employed  person  is  a  partner,  Form  1065  (Partner- 
ship Return)  may  need  to  be  submitted  to  show,  for  example,  whether  the 
partner's  distributive  share  of  the  partnership  income  contains  any  income 
not  includible  in  earnings  from  self -employment  (such  as  capital  gains, 
rent,  etc.). 


193 


Chapter  17 

NONPAYMENT  OF      ^ 
BENEFITS 


1700.  Conditions  under  which  benefits  not  payable — Chart. 

1701.  The  annual  earnings  test. 

1702.  How  much  can  be  earned  without  losing  benefits. 

1703.  Earnings  in  taxable  year. 

1704.  Charging  of  excess  earnings. 

1705.  When  benefits  payable  regardless  of  total  earnings. 

1706.  Types  of  income  counted  under  annual  earnings  test. 

1707.  Earnings  in  year  of  entitlement,  termination  of  benefits,  or  reaching  age  72. 

1708.  Types  of  income  not  counted  under  annual  earnings  test. 

1709.  Important  factor  is  when  wages  were  earned. 

1710.  Substantial  services  defined. 

1711.  Who  receives  income,  or  what  it  is  caUed,  is  not  controlling. 

1712.  Annual  report  of  earnings. 

1713.  When  annual  report  should  be  filed. 

1714.  The  annual  report  form. 

1715.  Delay  in  filing  annual  report  may  cause  additional  benefit  loss. 

1716.  Number  of  additional  benefits  lost  for  failure  to  report  on  time. 

1717.  Dependent's  benefits  not  affected  by  worker's  failure  to  report. 

1718.  Current  reports  of  earnings. 

1719.  The  7-day  foreign  work  test. 

1720.  To  whom  test  applies. 

1721.  Noncovered  remunerative  activity  defined. 

1722.  Reporting  work  outside  the  U.S. 

1723.  Delay  in  reporting  foreign  work  may  cause  additional  benefit  loss. 

1724.  Failure  to  have  child  "in  her  care." 

1725.  Disabled  child  refuses  vocational  rehabilitation. 

1726.  Failure  to  report  child  no  longer  in  her  care. 

1727.  Refusal  of  vocational  rehabilitation  services. 

1728.  Good  cause  for  failure  to  file  required  reports. 

1729.  Good  cause  defined. 

1730.  Nonpayment  of  benefits  because  of  deportation. 

1731.  Benefits  of  deported  worker's  dependents  or  survivors  not  affected. 

1732.  Lump-sum  death  payment  not  payable. 

1733.  Unpaid  maritime  taxes. 

1734.  Aliens  outside  the  U.S.  for  6  months  or  more. 

1735.  Absence  of  less  than  6  months. 

1736.  Insured  alien's  death  outside  U.S.  may  prevent  payment  of  limip-sum. 

1737.  Conviction  of  subversive  activities. 

1738.  When  penalty  imposed. 

1739.  Penalty  applies  to  convicted  person  only. 

1740.  Lump-sum  death  payment  not  affected. 

1741.  Effect  of  pardon. 

1742.  Chart  summarizing  events  terminating  benefits. 

1743.  Chart  summarizing  effect  of  marriage  of  one  beneficiary  to  another. 

1744.  Reinstatement  of  benefits  when  marriage  void  or  voidable. 

1745.  Reinstatement  of  benefits  terminated  by  adoption. 
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1700.  BENEFITS  ARE  NOT  PAYABLE  UNDER  CERTAIN  CONDI- 
TIONS  even  though  a  person  may  have  met  all  the  "entitlement"  require- 
ments. The  beneficiary  himself  may  do  things  or  fail  to  do  things  which 
require  the  withholding  of  his  benefits.  Also,  if  the  benefit  of  a  retired 
worker  is  not  payable  for  a  month  because  of  the  annual  earnings  test, 
the  7  day  work  test,  or  his  refusal  of  vocational  rehabilitation,  no  depend- 
ent's benefits  are  payable  for  that  month.  Wife's,  husband's,  and  child's 
benefits  are  dependent's  benefits.  The  chart  on  page  196  summarizes  the 
events  which  may  require  withholding  of  the  various  types  of  benefits. 

1701.  UNDER  THE  ANNUAL  EARNINGS  TEST,  deductions  may  be 
imposed  by  withholding  benefits  for  some  or  all  months  if  a  person  under 
age  72  earns  over  $1,200  a  year. 

This  test  applies  to  everyone  who  is  entitled  to  social  security  benefits 
except  disabled  children  age  18  or  over  and  disability  insurance  bene- 
ficiaries whose  right  to  monthly  benefits  depends  on  their  ability  to  engage 
in  "substantial  gainful  activity."    See  chapter  5. 

When  annual  earnings  exceed  $1,200  (in  a  taxable  year  of  12 
months)  one  month's  benefit  is  not  payable  for  each  $80  (or  fraction  of  $80) 
of  earnings  in  excess  of  $1,200.  Earnings  consist  of  all  wages  received  for 
services  rendered  in  the  year  plus  any  net  earnings  or  minus  any  net  loss 
from  self -employment  for  the  same  year. 

Subject  to  conditions  as  explained  below,  benefits  will  be  withheld  for 
the  applicable  number  of  months,  depending  on  the  amount  of  the  bene- 
ficiary's annual  earnings,  as  shown  in  the  table  below : 


//  the  annual  earnings  are 

Benefits  are  not  payable  for 

$1,200.00  or  less 

0  month 

1,200.01  to  $1,280 

1  month 

1,280.01  to     1,360 

2  months 

1,360.01  to    1,440 

3  months 

1,440.01  to    1,520 

4  months 

1,520.01  to    1,600 

5  months 

1,600.01  to    1,680 

6  months 

1,680.01  to    1,760 

7  months 

1,760.01  to    1,840 

8  months 

1,840.01  to    1,920 

9  months 

1,920.01  to    2,000 

10  months 

2,000.01  to    2,080 

11  months 

2,080.01  and  over 

12  months 

1702.  The  number  of  months  in  the  taxable  year  multiplied  by 
$100  determines  how  much  a  person  can  earn  in  that  taxable  year  without 
loss  of  benefits.  Normally,  a  taxable  year  is  12  months  but  it  may  be  less 
when  a  short  taxable  year  occurs,  as  in  case  of  death  or  change  from  a 
calendar  to  a  fiscal  year  basis. 

Both  the  beginning  and  ending  months  of  a  short  taxable  year  are  counted. 
(Such  months  are  not  necessarily  full  calendar  months.)  For  example,  if  a 
beneficiary  dies  in  the  fifth  month  of  his  taxable  year,  earnings  over  $500 
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may  cause  loss  of  benefits.  If  4  months'  benefits  were  already  paid  before 
he  died,  recovery,  adjustment,  or  waiver  of  the  overpayment  may  be 
necessary. 

For  the  sake  of  simplicity,  a  12-month  taxable  year  generally  is  assumed 
in  this  handbook  and  Sl,200  is  assumed  to  be  the  amount  of  earnings  which 
wiU  cause  no  benefit  loss. 

1703.  When  a  person's  annual  earnings  do  not  exceed  $100  times 
the  number  of  months  in  his  taxable  year,  benefits  can  be  paid  for  all  months 
of  the  year  regardless  of  the  amount  he  earns  in  any  month  or  the  amount 
of  work  he  does  in  any  month.  For  example,  if  someone  earns  $900  by 
working  in  only  3  months  of  a  12-month  taxable  year,  none  of  his  benefits 
for  that  year  are  withheld. 

1704.  Earnings  over  $1,200  are  charged  to  months  in  the  taxable  year 
in  units  of  $80  (and  any  remaining  fraction  of  $80)  beginning  with  the 
first  month  of  the  year  and  working  toward  the  last  but  skipping  any  month 
in  which  the  beneficiary: 

A.  Was  not  entitled  to  a  benefit;  or 

B.  Did  not  earn  over  $100  (more  than  $80  for  months  in  taxable  years 
which  began  before  9/58)  in  employment  and  did  not  render  sub- 
stantial services  in  self -employment ;  or 

C.  Engaged  in  noncovered  work  outside  the  U.S.  on  7  or  more  different 
calendar  days;  or 

D.  Was  entitled  to  wife's  or  mother's  benefits  which  could  not  be  paid 
because  she  did  not  have  in  her  care  a  child  entitled  to  a  child's 
insurance  benefit;  or 

E.  Was  age  72  or  older  in  any  part  of  the  month. 

A  worker's  benefit  is  withheld  for  months  to  which  his  annual  earnings  in 
excess  of  $1,200  are  charged.  A  dependent's  or  survivor's  benefit  is  with- 
held for  the  months  to  which  his  own  annual  earnings  in  excess  of  $1,200 
are  charged.  Benefits  of  a  dependent  are  also  withheld  for  months  for 
which  the  worker's  benefit  is  withheld.  However,  only  one  month's  benefit 
may  be  withheld  even  if  there  are  2  reasons  for  withholding  the  same  month's 
benefit. 

1705.  Regardless  of  total  annual  earnings,  a  benefit  will  not  be  with- 
held because  of  earnings  in  any  month  in  which  the  beneficiary: 

A.  Did  not  work  as  an  employee  for  more  than  $100  (more  than  $80 
for  months  in  taxable  years  which  began  before  9/58)  ;  and 

B.  Did  not  render  substantial  services  in  self-employment. 

Thus,  benefits  can  be  paid  for  each  month  in  which  a  self-employed 
person  does  not  render  substantial  services  in  his  trade  or  business  regardless 
of  how  much  his  net  earnings  from  self-employment  may  be  in  the  year. 
Also,  if  a  person  working  for  wages  does  not  render  services  for  more  than 
in  any  given  month,  he  will  not  lose  his  benefit  for  that  month  even 
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if  he  earns  more  than  $100  in  earlier  or  later  months  and  even  if  his 
earnings  for  the  year  add  up  to  more  than  $1,200. 

1706.  Earnings  counted  for  the  annual  earnings  test  include; 

A.  All  wages  for  employment  covered  by  social  security. 

B.  All  cash  pay  (even  if  not  considered  as  "wages"  imder  the  cash-pay  test 
or  the  20-day  test)  for: 

1.  Agricultural  work. 

2.  Domestic  work  in  a  private  home. 

3.  Service  not  in  the  course  of  the  employer's  trade  or  business. 

C.  All  pay,  cash  and  noncash,  for  work  as  a  homeworker  or  for  a  nonprofit 
organization  whether  or  not  the  $50  per  quarter  test  is  met. 

D.  All  pay  for  work  not  covered  by  social  security,  if  the  work  is  done  in 
the  U.S.,  including  pay  for: 

1.  Family  employment. 

2.  Work    performed     for     religious,     charitable,     and     educational 
organizations. 

3.  Work  by  students,  student  nurses,  interns,  newspaper  and  magazine 
vendors. 

4.  Work     for     Federal     or     State     or     foreign     governments     or 
instrumentalities. 

5.  Work  covered  by  the  Railroad  Retirement  Act. 

E.  All  net  earnings  from  self-employment,  including  those  covered  by 
social  security  and  those  not  covered  by  social  security  but  earned  inside 
the  U.S. 

Reduce  total  earnings  for  purposes  of  the  annual  earnings  t^t  by  the 
amount  of  any  net  loss  from  self -employment  sustained  in  the  year. 

1707.  Earnings  for  the  entire  year  in  which  a  person  becomes  entitled 
to  benefits,  he  reaches  age  72,  or  his  benefits  are  terminated  are  counted  in 
figuring  the  annual  earnings  and  thus  can  cause  loss  of  benefits  under  some 
conditions.  Thus,  if  a  worker  had  earned  $800  through  April  and  became 
entitled  to  benefits  in  May,  and  then  earned  $200  a  month  in  each  of  the 
months  of  May  through  October,  his  total  annual  earnings  are  $2,000  even 
though  he  earned  only  $1,200  after  becoming  entitled  to  benefits.  His  earn- 
ings in  excess  of  $1,200  are  $800.  This  is  allocated  in  units  of  $80  to  the 
months  of  May  through  October  since  he  earned  over  $100  in  each  of  those 
6  months.  Benefits  can  be  paid  for  November  and  December  because  he  did 
not  work  as  an  employee  for  more  than  $100  (nor  did  he  render  substantial 
services  as  a  self-employed  person)  in  those  months. 

Wages  paid  to  a  person  during  a  taxable  year  are  considered  to  have  been 
earned  in  that  year,  unless  the  contrary  is  shown.  Also,  if  his  wages  were 
reported  for  a  calendar  year  his  taxable  year  is  considered  to  be  a  calendar 
year  unless  the  contrary  is  shown. 

1708.  Not  counted  in  determining  "earnings"  for  the  annual  earnings 
test  are  certain  types  of  income  (or  losses)  which  are  not  earnings  from 
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employment  or  self-employment  or  are  specifically  excluded  from  earnings 
by  law,  such  as: 

A.  Damages,  attorney's  fees,  interest,  or  penalties  paid  under  court  judg- 
ment or  by  compromise  settlement  with  the  employer  based  on  a  wage 
claim.  However,  back  pay  recovered  in  such  proceedings  counts  for 
the  annual  earnings  test. 

B.  Payments  to  secure  release  of  an  unexpired  contract  of  employment, 
except  where  the  employment  relationship  is  fixed  by  law. 

C.  Payments  made  under  a  plan  or  system  established  for  making  pay- 
ments because  of  the  employee's  retirement,  sickness  or  accident  dis- 
ability, medical  or  hospitalization  expenses,  or  death  (see  §  1210). 

D.  Payments  from  certain  trust  funds  which  are  exempt  from  income  tax 
(see  §  1215). 

E.  Payments  from  certain  annuity  plans  which  are  exempt  from  income 
tax  (see  §  1217) . 

F.  Pensions  and  retirement  pay. 

G.  Sick  pay  paid  more  than  6  months  after  the  month  the  employee  last 
worked,  or  paid  after  his  employment  terminated,  whichever  occurred 
first. 

H.  Payments  in  kind  for  domestic  service  in  the  employer's  private  home, 
for  agricultural  labor,  or  for  work  not  in  the  course  of  the  employer's 
trade  or  business. 

I.  Idle-time,  stand-by,  and  subject-to-call  payments  (not  counting  vacation 
or  sick  pay)  to  a  beneficiary  after  the  month  he  reached  retirement  age 
if  he  did  not  work  for  the  employer  in  the  pay  period  for  which  the 
payment  is  made. 

J.  Rentals  from  real  estate  which  can  not  be  counted  in  earnings  from 
self -employment  because,  for  instance  the  beneficiary  did  not  materially 
participate  in  production  work  on  the  farm,  the  beneficiary  was  not  a 
real  estate  dealer,  etc. 

K.  Interest  and  dividends  from  stocks  and  bonds  (unless  they  are  re- 
ceived by  a  dealer  in  securities  in  the  course  of  his  business) . 

L.  Gain  or  loss  from  the  sale  of  capital  assets,  or  sale,  exchange,  or  con- 
version of  other  property  which  is  not  stock  in  trade  nor  includible 
in  inventory. 

M.  Net  operating  loss  carryover  resulting  from  self-employment  activities. 

N.  Loans  received  by  employees  unless  the  employees  repay  the  loans  by 
their    work. 

0.  Workmen's  compensation  and  unemployment  compensation  benefits. 

P.  Veteran's  training  pay, 

Q.  Pay  for  jury  duty. 

R.  Pay  for  inactive  duty  training  in  the  Armed  Forces  of  the  U.S. 

S.  Prize  winnings  from  contests,  unless  the  person  enters  contests  as  a 
trade  or  business. 

T.  Tips  not  accounted  for  to  the  employer. 

U.  Payment  by  an  employer  which  are  reimbursement  specifically  for 
travel  expenses  of  the  employee  and  which  are  so  identified  by  the 
employer  at  the  time  of  payment. 
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1709.  When  the  wages  were  earned  is  the  important  factor  for  the  an- 
nual earnings  test  as  it  applies  to  any  employee.  It  does  not  matter  when 
they  were  paid. 

Where  a  beneficiary^ s  earnings  exceed  $1,200  for  a  12-month  tax- 
able year  (or  $100  times  the  number  of  months  in  a  taxable  year  of  less 
than  12  months),  he  is  presumed  by  law  to  have  earned  over  $100  from 
employment  and  to  have  rendered  substantial  services  in  self-employment 
in  each  month  in  his  taxable  year.  Of  course,  if  he  did  not  actually 
earn  over  $100  from  employment  and  did  not  render  substantial  services 
in  self-employment  in  each  of  the  months  in  his  taxable  year,  he  should 
inform  the  Bureau  so  that  he  will  not  lose  a  benefit  for  those  months  for 
which  payment  is  due. 

In  some  cases,  an  individual  may  "earn"  wages  in  a  month  even  though 
he  does  not  actually  work  in  that  month. 

1710.  Whether  a  beneficiary  is  rendering  ^^substantial  services"  is 

determined  by  the  actual  services  he  rendered  in  a  month.  The  test  is 
whether  the  beneficiary  can  reasonably  be  considered  retired  in  the  month. 
In  applying  this  test,  consideration  is  given  to: 

A.  The  amount  of  time  he  devotes  to  the  trade  or  business. 

B.  The  amount  of  capital  he  has  invested  in  the  trade  or  business. 

C.  The  nature  of  his  services. 

D.  The  type  of  business  establishment  involved. 

E.  The  relationship  of  the  activities  he  performed  before  he  retired  to 
those  he  performs  after  retirement. 

F.  Whether  or  not  there  is  a  paid  manager,  a  partner,  or  a  family  mem- 
ber who  manages  the  business. 

G.  The  seasonal  nature  of  the  business. 

The  amount  of  earnings  is  not  controlling  in  determining  whether 
a  self-employed  person  rendered  substantial  services  in  a  month.  High  in- 
come does  not  necessarily  mean  that  substantial  services  were  rendered,  nor 
does  low  or  no  income  mean  that  they  were  not  rendered. 

//  the  beneficiary  is  on  vacation,  sick,  or  otherwise  not  working  in 
his  business  for  one  or  more  calendar  months,  he  ordinarily  wiU  not  be 
considered  to  be  rendering  substantial  services  during  those  months. 

A  person  may  render  substantial  services  in  a  business  which 
suffers  a  loss  and  lose  benefits  because  net  earnings  derived  from  another 
trade  or  business  or  earnings  from  work  as  an  employee  make  his  total 
annual  earnings  exceed  $1,200.  In  determining  whether  services  in  self- 
employment  are  substantial,  it  is  the  person's  work  activity  that  is  impor- 
tant, not  his  profit  or  loss. 

1711.  Regardless  of  what  the  income  is  called  or  who  receives  it, 

if  it  is  actually  wages  for  services  rendered  by  a  beneficiary  or  net  earn- 
ings from  self-employment  derived  by  him,  it  must  be  included  in  applying 
the  annual  earnings  test. 

If  a  beneficiary  continues  to  render  about  the  same  service  for  a  family 
or  close  corporation  or  in  a  trade  or  business  formerly  owned  by  him 
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but  transferred  to  a  relative,  and  he  is  receiving  income,  directly  or  in- 
directly, which  actually  is  wages  for  his  services  or  net  earnings  from 
self-employment  derived  by  him,  that  income  must  be  included  in  applying 
the  annual  earnings  test.  This  is  true  even  if  the  earnings  are  called  "divi- 
dends," "rent,"  "refund  of  loans,"  etc.  Close  scrutiny  is  given  to  arrange- 
ments of  this  nature. 

1712.  AN  ANNUAL  REPORT  OF  EARNINGS  IS  REQUIRED  of 

every  beneficiary  (except  those  entitled  to  benefits  because  they  are  dis- 
abled) and  everyone  who  is  receiving  benefits  on  a  beneficiary's  behalf, 
if  the  beneficiary: 

A.  Is  under  age  72  for  one  or  more  months  during  his  taxable  year;  and 

B.  Has  total  earnings  of  more  than  an  amount  equal  to  $100  multiplied 
by  the  number  of  months  in  such  taxable  year;  and 

C.  Is  entitled  to  social  security  benefits  for  one  or  more  months  in  that 
taxable  year. 

No  annual  report  is  required  for  any  taxable  year  for  which  a  person 
has  not  been  paid  any  benefits.  However,  if  he  does  not  file  an  annual 
report  or  other  information  showing  that  benefits  are  payable  within  3 
years,  3  months,  and  15  days  after  the  end  of  the  taxable  year  in  which 
all  benefits  were  withheld,  benefits  which  might  otherwise  have  been  pay- 
able cannot  be  paid. 

1713.  The  annual  report  of  earnings  must  be  filled  on  or  before  the 

15th  day  of  the  4th  month  following  the  end  of  the  person's  taxable  year 
(by  April  15,  if  he  has  a  calendar  taxable  year) .  The  annual  report  must 
be  filed  with  the  Social  Security  Administration  regardless  of  any  other 
returns  or  reports  that  the  person  has  filed  with  other  governmental  agen- 
cies. Thus,  the  filing  of  a  Federal  income  tax  return  does  not  relieve  the 
person  of  his  obligation  to  file  the  annual  report  of  earnings  v/ith  the  Social 
Security  Administration. 

1714.  The  annual  report  should  be  made  on  a  special  form  which 
is  available  at  every  district  office;  however,  any  written  statement  by  the 
beneficiary  (or  by  someone  acting  on  his  behalf),  regarding  his  earnings 
for  the  taxable  year  will  be  acceptable  if  enough  information  is  given. 

The  following  information  is  asked  for  on  the  annual  report  form: 

A.  The  person's  total  earnings  during  the  taxable  year  for  which  the 
report  is  being  made;  and 

B.  Months  during  that  year  in  which  he  did  not  earn  over  $100  as  an 
employee  and  did  not  engage  in  self -employment;  and 

C.  The  person's  expected  earnings  and  whether  he  was  employed  or  self- 
employed  in  the  year  for  which  the  report  is  being  made;  and 

D.  From  self-employed  people  reporting  $2,080  or  less,  information  about 
the  gross  and  net  earnings  of  the  business,  and  the  ownership  and 
nature  of  the  business. 
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1715.  Failure  to  file  an  annual  report  of  earnings  may  require  the 
withholding  of  additional  monthly  benefits  if  all  of  the  following  factors  exist: 

A.  The  individual  failed  to  make  an  annual  report  of  earnings  within 
3  months  and  15  days  after  the  close  of  the  taxable  year;  and 

B.  He  did  not  make  a  report  during  that  taxable  year  indicating  that 
his  monthly  benefit  payments  should  be  withheld  because  of  his  ac- 
tual or  expected  earnings  during  that  year;  and 

C.  A  benefit  payment  for  at  least  one  month  of  that  taxable  year  must 
be  withheld  because  of  his  earnings;  and 

D.  He  received  and  accepted  a  monthly  benefit  payment  for  one  or  more 
months  during  that  taxable  year. 

Any  benefit  payments  withheld  for  failure  to  file  an  annual  report  within 
the  time  limit  are  withheld  in  addition  to  any  monthly  benefit  payments 
which  must  be  withheld  because  of  the  beneficiary's  earnings  in  the  year 
for  which  the  annual  report  was  due. 

1716.  The  number  of  additional  monthly  benefit  payments  to  be 
withheld  for  failing  to  file  the  required  annual  report  of  earnings  within 
the  time  limit  is  as  follows: 

A.  One  month's  benefit  payment  is  withheld  for  the  first  time  a  person 
fails  to  file  the  report. 

B.  Two  months'  benefit  payments  are  withheld  for  the  second  time. 

C.  Three  months'  benefit  payments  are  withheld  for  each  following  time. 

The  number  of  checks  withheld  is  the  same  no  matter  how  long  the 
person  delays  filing  the  report.  If  the  delay  is  for  one  month  or  one 
year  after  the  due  date  the  number  of  additional  monthly  benefit  payments 
withheld  will  be  the  same. 

Two  or  more  monthly  benefit  payments  are  withheld  for  failure  to  file 
an  annual  report  on  time  only  if  benefits  must  be  withheld  for  at  least 
an  equal  number  of  months  because  of  the  beneficiary's  earnings. 

For  example,  a  beneficiary  may  have  earned  $1,250  in  a  year,  which 
would  mean  that  one  month's  benefits  would  be  withheld  because  of  his 
earnings.  In  that  case,  even  though  that  year  was  the  third  year  for 
which  he  had  failed  to  file  an  annual  report  on  time,  only  one  month's 
benefit  would  be  withheld  from  him  for  his  failure  to  report  his  earnings. 

1717.  Benefits  of  the  wife  or  child  are  not  affected  because  additional 
benefits  are  withheld  from  the  insured  person  due  to  his  failure  to  submit 
a  timely  annual  report  of  earnings.  However,  the  wife  or  child  is  not 
entitled  to  a  benefit  for  any  month  in  which  the  worker  lost  his  benefit 
because  of  his  earnings. 

1718.  In  addition  to  the  annual  report  of  earnings,  a  report  should 
be  made  by  the  beneficiary  whenever  during  the  year  he  goes  to  work  and 
expects  that  his  total  earnings  and  work  activity  during  that  year  may  cause 

202 


the  loss  of  benefits  for  some  months  in  that  year  under  the  annual  earnings 
test.  This  report  should  be  made  to  prevent  the  payment  of  monthly  benefits 
to  him  which  he  may  have  to  return  at  the  end  of  the  year  if,  under  the 
annual  earnings  test,  he  was  not  entitled  to  payment  for  some  months. 
Wlien  the  beneficiary  reports  that  his  earnings  may  affect  his  right  to 
monthly  benefits  during  the  year,  his  benefits  are  suspended.  At  the  end  of 
the  taxable  year,  he  must  file  his  annual  report  of  earnings.  At  that  time 
the  number  of  benefit  payments  due  him  for  that  taxable  year  are  figured 
and  if  all  of  the  payments  that  were  due  have  not  been  paid,  he  will  be  paid 
whatever  amount  is  found  to  be  due. 

If  a  person  makes  this  kind  of  report,  his  benefits  will  be  withheld  while 
he  has  other  income  from  his  work.  This  wiU  spare  him  a  period  during 
which  he  has  neither  earnings  nor  benefits,  as  would  be  the  case  if  his 
benefits  were  not  suspended  during  the  year  he  worked  but  were  withheld 
after  the  year  was  over  when  he  may  no  longer  be  working. 

When  a  beneficiary  stops  working  or  his  earnings  decline  sufficiently  to 
permit  payment,  his  immediate  report  of  that  fact  will  permit  prompt  rein- 
statement of  his  benefits. 

1719.  THE  "7-DAY  FOREIGN  WORK  TEST"  is  a  separate  retirement 
test  that  applies  to  a  person  working  outside  the  U.S.  Under  this  test,  a 
monthly  benefit  payment  is  withheld  for  each  calendar  month  in  which  a 
beneficiary,  under  age  72,  works: 

A.  On  any  part  of  7  or  more  days ; 

B.  In  "noncovered  remunerative  activity"; 

C.  Outside  the  U.S. 

This  test  is  based  solely  on  the  beneficiary's  work  activity  and  not  the 
amount  of  his  earnings.  The  annual  earnings  test  in  §§  1701-1711  applies 
to  earnings  derived  in  a  foreign  country  if  the  earnings  are  covered  by  the 
U.S.  social  security  system. 

1720.  A  beneficiary  outside  the  U.S.  has  worked  on  7  or  more  days 

in  a  calendar  month  if,  during  some  part  of  7  or  more  days: 

A.  He  holds  a  job  as  an  employee;  or 

B.  He  carries  on  a  trade  or  business. 

Carrying  on  a  trade  or  business  means  that  the  beneficiary  is  the  owner 
of  or  a  partner  in  a  trade  or  business.  It  does  not  matter  that  he  does  not 
perform  any  services  in  the  business.  All  that  is  required  is  that  the  business 
be  in  existence.  Therefore,  as  long  as  a  self-employed  beneficiary  is  the 
owner  of  a  business,  and  the  business  is  in  existence,  he  will  be  considered 
to  be  working  on  7  or  more  days  in  each  month  that  he  owns  an  interest  in 
the  business.    This  rule  does  not  apply  to  ownership  of  stock  of  a  corporation. 

1721.  A  beneficiary  is  working  in  noncovered  remunerative  activity 
if: 

'  r 

A.  He  is  employed  outside  the  U.S.  in  a  job  not  covered  by  U.S.  social 
security  (see  chapter  8) ;  or 
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B.  He  is  self-employed  outside  the  U.S.  in  a  trade  or  business  the  income 
from  which  is  not  subject  to  the  U.S.  social  security  tax.  (In  this 
connection,  any  minister  or  member  of  a  religious  order  who  could 
have  elected  social  security  coverage  as  a  self-employed  person  is 
considered  to  have  done  so.) 

A  trade  or  business  which  produces  only  income  which  is  excluded  from 
net  earnings,  e.g.,  dividends,  rentals  from  real  estate,  capital  gains,  etc.,  is 
not  a  "noncovered  remunerative  activity." 

Generally,  outside  the  U.S.  means  outside  the  territorial  boundaries  of 
the  50  States,  District  of  Columbia,  the  Virgin  Islands,  and  Puerto  Rico. 
An  alien  who  is  self-employed  in  Puerto  Rico  or  the  Virgin  Islands  (but 
who  is  not  a  resident  of  a  State,  the  District  of  Columbia,  Virgin  Islands,  or 
Puerto  Rico)  is  not  covered  by  social  security  and  the  7-day  work  test  applies 
to  him. 

1722.  A  report  must  be  made  by  a  beneficiary  who  works  on  7  or 
more  days  in  a  month  outside  the  U.S.  The  report  must  be  filed  with 
the  Social  Security  Administration  before  the  beneficiary  accepts  benefits 
for  the  second  month  following  the  month  in  which  he  did  the  work. 

1723.  Failure  to  report  foreign  work  activity  within  the  time  limit 
may  require  the  withholding  of  additional  benefits.  One  month's  additional 
benefit  is  withheld  if  it  is  the  beneficiary's  first  failure  to  report  this  type 
of  work,  even  though  he  may  have  worked  in  several  months  before  the 
failure  to  report  was  discovered.  If  he  fails  to  report  again  after  he  lost 
a  benefit  for  failing  to  report  the  first  time,  one  month's  additional  benefit 
may  be  withheld  for  each  month  in  which  he  worked  on  7  or  more  days 
outside  the  U.S. 

The  above  benefit  payments  are  withheld  in  addition  to  the  monthly  bene- 
fits lost  because  of  the  application  of  the  7-day  work  test. 

1724.  HAVING  A  CHILD  ENTITLED  TO  BENEFITS  IN  HER  CARE 

is  a  requirement  for  payment  of  monthly  benefits  to  a  wife  under  age  62, 
a  widow  receiving  mother's  benefits,  a  former  wife  divorced,  or  a  wife 
between  the  ages  of  62  and  65  who  does  not  want  her  wife's  insurance 
benefits  actuarially  reduced.  In  these  cases,  monthly  benefits  are  not  pay- 
able to  the  mother  for  any  month  in  which  she  does  not  have  in  her  care  a 
child,  including  a  stepchild  or  adopted  child,  of  the  worker,  entitled  to  child's 
benefits.     For  definition  of  "in  her  care,"  see  §§  314-320. 

The  child  entitled  to  benefits  must  be  the  worker's  child  and  must  be 
entitled  to  child's  benefits.  Where  a  wife  is  concerned,  the  child  must  be 
entitled  on  the  same  worker's  social  security  account.  Where  a  former  wife 
divorced  is  concerned  the  child  must  also  be  her  natural  or  legally  adopted 
child  and  the  child's  insurance  benefit  must  be  payable  on  the  same  worker's 
social  security  account.  In  the  case  of  a  widow,  the  child  may  be  entitled  to 
benefits  on  any  social  security  account. 

1725.  If  the  only  child  in  her  care  is  entitled  to  benefits  as  a  disabled 
child,  age  18  or  over,  and  monthly  benefits  are  not  payable  to  the  child 
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because  of  the  child's  refusal  of  vocational  rehabilitation  (see  §  1727),  no 
benefits  are  payable  to  the  mother  for  the  same  period. 

1726.  Failure  to  have  a  child  in  her  care  must  be  reported  to  the 

Social  Security  Administration  by  any  woman  whose  right  to  benefits  is 
based  on  having  a  child  in  her  care.  The  mother  must  report  this  fact 
before  she  receives  and  accepts  benefits  for  the  second  month  following  the 
month  in  which  she  first  did  not  have  the  child  in  her  care. 

For  the  first  time  she  fails  to  report  within  the  time  limit  that  the 
child  is  not  in  her  care  one  month's  benefit  is  withheld.  For  later  failures 
to  report,  up  to  one  month's  benefit  may  be  withheld  for  each  month  that  she 
does  not  have  a  child  entitled  to  benefits  in  her  care. 

The  withholding  of  benefits  for  failure  to  report  is  in  addition  to  the 
withholding  of  benefits  because  the  mother  does  not  have  a  child  in  her  care. 

1727.  REFUSAL  OF  VOCATIONAL  REHABILITATION  SERVICES 

without  good  cause  by  a  person  entitled  to  benefits  on  the  basis  of  his 
disability  requires  withholding  of  his  benefit  and  any  other  benefits  pay- 
able on  his  social  security  account  so  long  as  such  refusal  continues. 
Mother's  benefits  may  also  be  affected  as  explained  in  §  1725. 

If  a  member  of  a  recognized  religious  sect  or  church  refuses  to  accept 
vocational  rehabilitation  because  he  follows  his  sect's  belief  that  its  mem- 
bers should  rely  solely  upon  prayer  or  other  spiritual  means  in  the  treat- 
ment of  physical  or  mental  impairments,  his  refusal  is  considered  to  be 
for  good  cause. 

1728.  IF  A  PERSON  HAD  GOOD  CAUSE  FOR  FAILURE  TO  RE- 
PORT any  of  the  events  requiring  benefits  to  be  withheld  no  additional 
benefits  will  be  withheld. 

1729.  Good  cause  exists  when  the  person's  failure  to  report  was  due  to 
factors  beyond  his  control.  The  person  must  prove  his  statement  that  his 
failure  to  report  was  for  good  cause.  Factors  to  be  considered  in  deter- 
mining whether  good  cause  exists  include  the  care  and  good  faith  shown 
by  the  person  in  attempting  to  carry  out  his  obligations  to  make  a  report, 
the  reasonableness  of  his  contention,  and  the  credibility  of  his  statements. 
In  deciding  whether  there  is  good  cause,  due  regard  is  given  to  the  cir- 
cumstances in  each  case.  For  example,  consideration  would  be  given  to 
the  fact  that  failure  to  report  was  due  to: 

A.  His  serious  illness,  or  death  or  serious  illness  in  his  immediate  family. 

B.  His  inability  to  obtain  within  the  time  required  to  file  the  report 
earnings  information  from  his  employer  because  of: 

1.  The  death  or  serious  illness  of  the  employer  or  one  of  his  immedi- 
ate family;  or 

2.  The  unavoidable  absence  of  the  employer;  or 

3.  The  destruction  by  fire,  etc.,  of  the  employer's  records; 

C.  Destruction  by  fire  or  other  damage  of  the  individual's  place  of  busi- 
ness or  records. 


D.  His  erroneously  sending  the  report  to  another  government  agency  if 
he  did  so  in  good  faith. 

E.  His  lack  of  knowledge  that  total  wages  and  net  earnings  from  self- 
employment  are  combined  for  the  annual  earnings  test,  if: 

1.  He  Vv^as  awarded  benefits  before  1955;  and 

2.  He  has  $1,200  or  less  in  earnings  from  each  source. 

F.  His  lack  of  knowledge  that  noncovered  as  well  as  covered  earnings 
are  counted  for  the  annual  earnings  test  provided  that: 

1.  He  was  awarded  benefits  before  1955;   and 

2.  He  had  earnings  covered  by  social  security  of  $1,200  or  less. 

G.  His  lack  of  knowledge  that  an  annual  report  is  required  even  in 
the  year  in  which  he  reached  age  72,  if  his  earnings  exceeded  $1,200. 

H.  Erroneous  information  furnished  to  him  by  an  employee  of  the  So- 
cial Security  Administration. 

I.  Failure  on  the  part  of  the  Social  Security  Administration  to  fur- 
nish him  with  reporting  forms  in  sufl&cient  time  for  him  to  com- 
plete and  file  the  report,  provided  that  he  made  a  timely  request 
for  the  forms. 

J.  His  belief  that  an  extension  of  time  granted  to  him  by  the  Internal 
Revenue  Service  for  filing  income  tax  returns  was  also  applicable  to 
the  social  security  annual  earnings  report. 

K.  His  reliance  on  the  continued  issuance  of  checks  during  the  year  if: 

1.  He  had  currently  reported  the  fact  that  his  benefits  should  be  with- 
held because  of  his  earnings;   and 

2.  He  was  not  furnished  an  annual  report  form  for  that  year  by 
the  Social  Security  Administration. 

Good  cause  cannot  be  established,  generally,  if  the  person,  after 
having  been  found  to  have  good  cause  for  a  failure  to  file  a  timely  report  for 
one  period,  again  fails  to  file  a  timely  report  for  a  later  period  under 
similar  circumstances. 

1730.  CERTAIN  DEPORTED  WORKERS  MAY  NOT  BE  PAID 
OLD-AGE  OR  DISABILITY  INSURANCE  BENEFITS  unless  lawfully 
readmitted  to  this  country  for  permanent  residence.  If  a  person  was  al- 
ready entitled  to  old-age  or  disability  insurance  benefits  at  the  time  he  was 
deported,  benefit  payments  are  stopped  beginning  with  the  month  after 
the  month  in  which  notice  of  the  deportation  is  received  by  the  Secretary 
of  the  Department  of  Health,  Education,  and  Welfare  from  the  Attorney 
General  of  the  United  States. 

This  nonpayment  provision  is  effective  where  the  deportation  takes  place 
after  9/1/54,  and  if  the  worker  was  deported  under  certain  provisions 
of  section  241(a)  of  the  Immigration  and  Nationality  Act.  (In  general, 
these  provisions  cover  deportation  for  unlawful  entry,  conviction  of  certain 
crimes,  or  engaging  in  subversive  activities.) 

1731.  A  deported  worker's  dependents  or  survivors  can  get  monthly 
benefits  on  his  social  security  account  even  though  benefits  could  not  be 
paid  to  the  worker  because  of  his  deportation.     However,  no  monthly  bene- 
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fit  is  payable  to  the  deported  worker's  dependents  or  survivors  for  any 
month  in  which  the  dependent  or  survivor  is  an  alien  and  is  residing  out- 
side the  U.S.  for  any  part  of  that  month. 

1732.  No  lump-sum  death  payment  can  be  paid  on  the  social  security 
account  of  a  deported  worker  if  he  dies  in  or  after  the  month  in  which 
notice  of  his  deportation  is  received  unless  he  was  lawfully  readmitted 
to  the  U.S.  for  permanent  residence  before  his  death. 

1733.  UNPAID  "MARITIME  TAXES"  are  withheld  from  any  social 
security  benefits  payable.  These  unpaid  maritime  taxes  are  employee's  so- 
cial security  taxes  on  certain  services  performed  for  the  U.S.  Government 
by  seamen.  Social  security  taxes  on  these  wages  were  not  paid  in  many 
cases.  Therefore,  they  are  withheld  from  social  security  benefit  payments 
based  on  the  seaman's  social  security  account. 

1734.  AN  ALIEN  LIVING  OUTSIDE  THE  U.S.  FOR  6  MONTHS 

OR  MORE  is  not  paid  monthly  benefits  unless  one  of  the  conditions  listed 
below  is  met.  This  rule  applies  to  an  insured  worker  who  is  an  alien  as 
well  as  to  the  insured  worker's  dependents  or  survivors  who  may  be  en- 
titled to  benefits  on  his  social  security  account.  However,  dependent  bene- 
ficiaries may  be  paid  if  they  continue  to  reside  in  the  U.S.  even  though 
the  worker's  benefits  are  suspended.  Living  outside  the  U.S.  for  6  months 
or  more  would  not  be  a  bar  to  payment  of  monthly  benefits  to  an  alien  bene- 
ficiary, if: 

A.  The  worker  on  whose  earnings  record  benefits  are  being  paid: 

1.  Had  at_least  40  quarters  of  coverage;  or 

2.  Had  resided  in  the  U.S.  for  a  period  or  periods  totaling  10  years 
or  more;  or 

3.  Had  earnings  from  railroad  employment  which  were  counted  for 
social  security  because  no  railroad  benefits  were  payable;  or 

4.  Died  while  in  military  service  of  the  U.S.;  or 

5.  Died  as  the  result  of  a  disease  or  injury  certified  by  the  Veterans' 
Administration  to  have  been  incurred  or  aggravated  in  line  of 
duty  during  a  period  of  military  service  from  which  he  was  dis- 
charged or  released  under  conditions  other  than  dishonorable;  or 

B.  The  withholding  of  benefits  would  be  contrary  to  a  treaty  obligation 
in  existence  on  8/1/56,  between  the  U.S.  and  the  country  of  which 
the  beneficiary  is  a  citizen ;  or 

C.  The  alien  beneficiary  (whether  the  insured  worker  or  his  dependent 
or  survivor) : 

1.  Was  entitled,  or  upon  filing  application  would  have  been  entitled, 
to  a  monthly  benefit  of  any  kind  on  the  same  social  security  ac- 
count for  12/56;  or 

2.  Is  outside  the  U.S.  because  he  is  in  the  active  military  or  naval 
service  of  the  U.S. ;  or  o^is  sno-; 
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3.  Is  a  citizen  of  a  foreign  country  which  has  been  found  to  have  a 
social  insurance  system  which  is  of  general  application  in  such 
country  and  under  which : 

a.  Periodic  benefits  are  payable  because  of  old-age,  retirement,  or 
death;  and 

b.  Benefits  are  payable  without  restriction  to  eligible  citizens  of  the 
U.S.  who  are  not  citizens  of  such  foreign  country  even  while 
outside  the  foreign  country  and  regardless  of  how  long  they 
remain  outside  that  country. 

Whether  the  alien  beneficiary  is  in  the  U.S.  or  outside  it  depends  upon  his 
actual  physical  presence  and  not  on  his  legal  residence.  Even  if  he  is  a 
legal  resident  of  the  U.S.,  a  monthly  benefit  may  be  withheld  if  he  is 
outside  the  U.S.  for  6  full  months  or  more. 

The  fact  that  a  beneficiary,  whether  the  insured  worker  or  any  other 
person,  is  an  alien  living  outside  the  U.S.  does  not  in  itself  affect  the  benefits 
of  any  other  person  entitled  to  benefits  on  the  same  social  security  account. 

1735.  Absence  from  the  U.S.  for  less  than  6  full  consecutive  cal- 
endar months  does  not  cause  an  alien  to  lose  benefits.  If  the  alien  was  not 
in  the  U.S.  at  any  time  during  the  6  months  just  before  the  first  month  of 
his  entitlement,  he  will  receive  no  benefits  after  he  becomes  entitled  unless 
he  can  meet  one  of  the  exceptions  listed  in  §  1734  as  long  as  he  remains 
outside  the  U.S. 

When  benefits  are  not  being  paid  to  an  alien  because  he  has  been  outside 
the  U.S.  for  more  than  6  full  calendar  months,  his  benefits  can  be  started 
again  if  he  enters  the  U.S.  and  remains  in  the  U.S.  for  1  full  calendar  month. 

1736.  No  lump-sum  death  payment  can  be  made  on  the  social  secu- 
rity account  of  an  alien  worker  if : 

A.  He  died  outside  the  U.S.  after  1/57;  and 

B.  No  monthly  social  security  benefit  was  payable  or  no  such  benefit 
would  have  been  payable  to  him  for  the  month  before  the  month  of 
his  death  because  he  had  been  outside  the  U.S.  for  6  full  consecutive 
calendar  months  or  more. 

1737.  A  PERSON  CONVICTED  OF  SUBVERSIVE  ACTIVITIES 

may  lose  his  rights  to  social  security  benefits  if  he  is  convicted  of  an  offense : 

A.  Under  Title  18  of  the  United  States  Code,  chapter  37  (relating  to 
espionage  and  censorship),  chapter  105  (relating  to  sabotage),  or 
chapter  115  (relating  to  treason,  sedition,  and  subversive  activities) ; 

B.  Under  §§4,  112,  or  113  of  the  Internal  Security  Act  of  1950,  as 
amended. 

When  a  person  has  been  convicted  of  one  of  these  offenses  the  judge, 
in  his  discretion,  may  impose  an  additional  penalty  affecting  the  person's 
right  to  monthly  social  security  benefits,  whether  the  benefit  is  payable  on 
his  own  or  on  anyone  else's  social  security  account. 
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1738.  When  the  additional  penalty  is  imposed,  and  the  convicted  per- 
son has  made  a  claim  for  monthly  social  security  benefits,  the  following 
earnings  creditable  to  any  social  security  account  on  which  the  convicted 
person  has  claimed  benefits  are  disregarded : 

A.  All  wages  paid  in  or  before  the  calendar  quarter  in  which  the  person 
claiming  benefits  was  convicted ;  and 

B.  All  net  earnings  from  self-employment  derived  in  or  before  the  taxable 
year  in  which  the  person  claiming  benefits  was  convicted. 

1739.  This  penalty  applies  only  to  the  convicted  person.     It  has  no 

effect  on  the  rights  of  others  who  are  entitled  to  benefits  on  the  convicted 
person's  social  security  account.  Their  benefit  rights  and  benefit  amounts  are 
based  on  the  convicted  worker's  earnings  before  and  after  his  conviction. 

The  conviction  for  subversive  activities  of  one  person  entitled  (or  po- 
tentially entitled)  to  monthly  benefits  on  a  particular  social  security  account 
will  not  affect  the  benefit  rights  or  benefit  amounts  of  any  others  entitled  to 
monthly  benefits  on  the  same  social  security  account. 

1740.  The  right  to  the  lump-sum  death  payment  is  not  affected  by 

a  conviction  for  subversive  activities,  and  it  will  be  paid  to  the  person 
convicted  of  subversive  activities  if  he  is  otherwise  entitled  to  the  payment. 
The  lump-sum  death  payment  may  also  be  paid  on  the  full  earnings  record  of 
a  worker  convicted  of  subversive  activities. 

1741.  Pardon  of  the  person  convicted  of  subversive  activities  removes 
the  additional  penalty  affecting  his  social  security  benefit  rights  beginning 
with  the  month  after  the  month  the  pardon  is  granted.  Thereafter,  his  right 
to  benefits  and  the  benefit  amount  will  be  determined  as  if  there  had  been 
no  conviction.  However,  the  pardon  will  have  no  effect  on  his  benefit  rights 
for  prior  months. 

1742.  EVENTS  WHICH  TERMINATE  BENEFIT  PAYMENTS  are 

summarized  in  the  chart  on  the  following  page. 
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1743.  THE  EFFECT  OF  ONE  BENEFICIARY'S  MARRIAGE  TO 
ANOTHER  BENEFICIARY  is  summarized  in  the  following  chart: 


If  a  person  is  entitled 
to— 

And  marries  a  person 
entitled  to — • 

The  first  person's 
benefits — 

Child's   benefits    (under 
age  18). 

Any  type  of  benefit 

End  immediately. 

Widow's,  widower's,   or 
parent's  benefits. 

Old-age     or     disability 
benefits. 

Childhood    disability    ben- 
efits. 

Widow's,  widower's,  moth- 
er's, or  parent's  benefits. 

End  immediately.! 
Do  not  end.3 
Do  not  end. 

Old-age  insurance 
benefits. 

Any  type  of  benefit 

Do  not  end. 

Childhood  disability 
benefits. 

Old-age,    widow's,    widow- 
er's, mother's,  or  parent's 
benefits. 

Disability    insurance    ben- 
efits. 

Childhood    disabihty    ben- 
efits. 

Do  not  end. 

Do  not  end.2 
Do  not  end.* 

Mother's  benefits 

Old-age,  widower's  or  par- 
ent's benefits. 

Disability    insurance    ben- 
efits. 

Childhood    disability    ben- 
efits. 

Do  not  end. 
Do  not  end.2 
Do  not  end.' 

1  May  become  entitled  to  husband's  or  wife's  benefits  on  new  spouse's  earnings  account. 

2  If  first  person  is  female,  her  benefits  will  end  if  her  husband's  benefits  end  for  any  reason  other  than 
his  death  or  his  becoming  entitled  to  old-age  insurance  benefits. 

3  If  first  person  is  female,  her  benefits  will  end  if  her  husband's  benefits  end  for  any  reason  other  than 
his  death. 

1744.  IF  THE  MARRIAGE  WAS  VOID  benefits  may  be  reinstated  as 
of  the  month  they  were  terminated  because  of  the  marriage  subject  to  the 
rules  on  administrative  finality.    See  §  1902. 

If  the  marriage  was  voidable  and  has  been  annulled  from  the  beginning 
in  accordance  with  State  law  by  a  court  having  jurisdiction  over  the  matter, 
benefits  can  be  reinstated  as  of  the  month  the  decree  of  annulment  was  issued. 

A  woman,  whose  right  to  widow's  or  mother's  benefits  was  ended  by  her 
remarriage,  may  also  have  her  benefits  on  her  prior  husband's  social  security 
account  reinstated  under  the  following  conditions: 

A.  In  the  case  of  widow's  benefits: 

1.  The  subsequent  husband  dies  within  a  year  after  their  marriage;  and 

2.  He  was  not  fully  insured  when  he  died;  and 

3.  She  files  a  new  application  for  widow's  benefits  on  her  prior  hus- 
band's social  security  account. 

B.  In  the  case  of  mother's  benefits: 

1.  The  subsequent  husband  dies;    and 

2.  The  woman  would  not  be  entitled  to  benefits  on  the  subsequent  hus- 
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band's  social  security  account  even  if  she  filed  application  in  the 
month  of  his  death;   and 
3.  The  woman  files  an  application  for  reinstatement  of  the  mother's 
benefit  payable  on  her  prior  deceased  husband's  social  security 
account. 

Benefits  cannot  be  reinstated  if,  in  accordance  with  the  law  of  the  State 
in  which  the  decree  was  issued,  the  decree  of  annulment  is  effective  beginning 
with  the  date  of  the  decree  or  a  later  date.  If  there  is  a  divorce  between  the 
woman  and  her  subsequent  husband,  she  cannot  have  her  benefits  on  her 
prior  husband's  account  reinstated. 

1745.  CHILD'S  BENEFITS  TERMINATED  BECAUSE  OF  ADOP- 
TION CAN  BE  REINSTATED  as  of  the  date  of  termination  if  the  adop- 
tion is  absolutely  void.  If  the  adoption  is  voidable  and  is  abrogated, 
revoked,  or  aimuUed  from  the  beginning  in  accordance  with  the  State  law, 
benefits  may  be  reinstated  from  the  month  in  which  the  decree  is  issued. 
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Chapter  18 


UNDERPAYMENTS  AND 
OVERPAYMENTS 


1800.  Underpayment  defined. 

1801.  Where  underpaid  person  is  deceased. 

1802.  Payment  to  representative  of  deceased's  estate. 

1803.  Disposition  of  uncashed  checks. 

1804.  Overpayment  defined. 

1805.  Liability  of  overpaid  beneficiary. 

1806.  Means  of  recovering  overpayment — General. 

1807.  Adjustment  against  current  and  future  benefits. 

1808.  Adjustment  where  representative  payee  overpaid. 

1809.  Recovering  benefits  paid  to  adverse  claimant. 

1810.  Refund  of  overpayment. 

1811.  When  overpaid  person  deceased. 

1812.  Civil  suit. 

1813.  Joining  beneficiary  and  representative  payee  in  suit. 

1814.  Waiver  of  overpayment. 

1815.  Without  fault  defined. 

1816.  When  person  is  at  fault. 

1817.  Situations  in  which  person  is  without  fault. 

1818.  Defeat  the  purpose  of  Title  II  defined. 

1819.  Against  equity  and  good  conscience  defined. 

1820.  When  estate  of  deceased  person  may  be  relieved  from  making  repayment. 

1821.  When  adjustment  against  subsequent  benefits  may  be  waived. 

1822.  Overpayment  caused  by  changed  interpretation. 

1800.  AN  UNDERPAYMENT  MEANS  a  benefit  or  a  part  of  a  benefit 
(including  a  lump-sum  death  payment)  which  has  been  found  to  be  due 
to  a  person  but  which  was  not  paid  to  him.  For  example,  an  underpayment 
may  occur  when  benefits  were  awarded  and  paid  in  a  smaller  amount  than 
was  actually  due,  or  were  withheld  and  it  was  subsequently  learned  that  they 
should  have  been  paid. 

An  unpaid  amount  due  a  living  person  may  either  be  paid  to  him  in 
a  single  check  or  be  added  to  any  other  benefits  which  may  be  payable  to 
him. 

1801.  Where  the  underpaid  person  is  deceased,  the  amount  due  ordi- 
narily will  be  added  to  subsequent  monthly  or  lump-sum  benefits  payable  to 
another  person  or  persons  on  the  same  earnings  accoimt.  This  will  be  done 
without  any  necessity  for  a  separate  claim  being  filed  to  receive  the  under- 
payment. 

Persons  who  are  entitled  to  a  lump-sum  death  payment  by  reason  of  being 
equitably  entitled  to  reimbursement  for  payment  of  burial  expenses  ordinarily 
cannot  be  paid  a  total  amount  greater  than  the  amount  of  burial  expenses 
which  they  paid. 
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1802.  Where  there  are  no  subsequent  benefits  payable  on  the  same 
earnings  record,  and  no  check  was  issued  for  the  underpaid  amount  due,  the 
underpayment  will  be  paid  to  a  representative  of  the  estate  of  the  deceased 
beneficiary  upon  application  to  the  Social  Security  Administration.  (See 
§  441  for  making  payment  to  a  representative  of  an  estate.) 

1803.  Where  a  check  was  issued  but  not  cashed  by  the  decedent,  pay- 
ment will  depend  upon  the  circumstances,  and  the  local  social  security  district 
office  should  be  consulted. 

1804.  AN  OVERPAYMENT  may  be  either  a  payment  in  a  higher  amount 
than  was  due  or  a  payment  made  when  none  was  due.  Erroneous  payments 
can  be  recovered  from  any  person  liable  for  the  overpayment.  Relief  from 
making  repayment  can  be  granted  in  certain  cases  explained  in  §  1814. 

1805.  An  overpaid  beneficiary  or  a  representative  payee  receiving 
benefits  on  his  behalf  may  each  be  liable  for  the  amount  of  any  overpay- 
ment. The  representative  payee  is  liable  as  such  for  overpaid  funds  remain- 
ing in  his  possession;  and  he  may  also  be  personally  liable  for  the 
overpayment  if  he  converted  it  to  his  own  use  or  otherwise  deprived  the 
beneficiary  of  the  use  of  the  money,  but  he  may  not  be  personally  liable  if 
he  received  and  disbursed  the  overpaid  amount  for  the  use  of  the  beneficiary 
without  knowledge  or  reason  to  know  that  the  payment  was  not  correct. 

1806.  Overpayments  generaUy  are  recovered  by  means  of: 

A.  Adjustment  by  withholding  current  or  future  benefits  payable. 

B.  Cash  refund. 

C.  Civil  suit.    See  §  1812. 

1807.  ADJUSTMENT  OF  AN  OVERPAYMENT  may  be  accomplished : 

A.  During  the  lifetime  of  an  overpaid  individual  by  withholding  the 
amount  of  the  overpayment  from  any  payment  to  which  he  is  entitled 
on  his  own  earnings  record  or  the  earnings  record  of  any  other 
person. 

B.  When  the  overpaid  person  is  deceased,  by  withholding  the  amount  of 
the  overpayment  from  any  monthly  benefits  or  lump-sum  payment 
subsequently  payable  on  the  same  earnings  record  on  which  the  over- 
payment was  made. 

1808.  In  the  case  of  a  representative  payee,  adjustment  of  an  overpay- 
ment may  be  accomplished  by  withholding  the  amount  of  the  overpayment 
from  any  benefits  payable  to  him  either  as  such  representative  payee  or 
in  his  own  right,  or  if  he  is  deceased,  by  withholding  any  monthly  benefits 
or  lump-sum  payment  subsequently  payable  on  his  earnings  record. 

1809.  When  another  claimant  establishes  right  to  benefits  which 
disproves  the  claim  of  a  person  to  whom  payment  has  already  been  made, 
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the  overpayment  may  be  recovered  from  the  second  claimant  or  adjusted 
against  benefits  due  him  in  his  own  right  if  he  contributed  to  the  over- 
payment by  collusion  or  collaboration  with  the  overpaid  person. 

1810.  REFUND  OF  AN  INCORRECT  PAYMENT  may  be  required 
when  benefits  cannot  be  withheld  immediately  to  satisfy  the  debt.  The  over- 
paid beneficiary  may  return  any  benefit  checks  he  may  still  have  or  pay 
back  the  amount  of  the  overpayment.  See  §  122  for  return  of  benefit 
checks.  If  a  person  is  unable  to  make  immediate  repayment  of  his  debt 
in  full,  he  may  arrange  an  installment  plan  of  payment. 

Repayments  preferably  should  be  made  by  a  check  or  a  money  order 

payable  to  "Bureau  of  Old-Age  and  Survivors  Insurance,  Claim  No. " 

The  check  or  money  order  should  be  mailed  to  the  payment  center  servicing 
the  overpaid  beneficiary's  claim. 

1811.  The  legal  representative  of  the  estate  of  a  deceased  person  who 
had  been  overpaid  may  be  asked  to  make  refund  if  adjustment  of  the  overpay- 
ment is  not  otherwise  possible.  The  distributees  of  an  estate  may  be  liable 
for  and  may  be  required  to  refund  the  overpaid  amount. 

1812.  Civil  suit  may  be  used  to  recover  an  overpayment.  This  is  a  legal 
proceeding  that  can  be  filed  in  a  Federal  court  of  law  at  any  time.  Appro- 
priate cases  are  reported  for  possible  civil  action  to  the  General  Accounting 
Ofifice  which  is  authorized  to  recover  debts  due  the  U.S.  That  office,  in  turn, 
submits  the  case  to  the  Department  of  Justice  for  action. 

1813.  The  representative  payee  and  the  beneficiary  will  be  joined 

in  a  civil  suit  if  both  are  liable. 

1814.  RELIEF  FROM  MAKING  REPAYMENT  (called  waiver)  may 
be  granted  when : 

A.  The  overpaid  person  is  without  fault  and 

B.  Recovery  or  adjustment  would  either : 

1.  Defeat  the  purpose  of  the  old-age,  survivors,  and  disability  insurance 
program;  or 

2.  Be  against  equity  and  good  conscience. 

The  effect  of  waiver  is  to  relieve  the  overpaid  person  of  his  obligation  to 
repay  the  overpayment. 

1815.  "Without  fault"  means  that  the  overpayment  was  not  due  pri- 
marily to  the  overpaid  person's  lack  of  care  in  fulfilling  his  responsibilities 
such  as : 

A.  Furnishing  full  and  accurate  information  affecting  his  basic  rights  to 
benefit  payments,  or 

B.  Complying  with  the  annual  earnings  reporting  requirements. 
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The  overpaid  person  still  must  show  that  he  was  "without  fault"  even 
though  the  overpayment  may  have  been  caused  through  an  error  of  the  Social 
Security  Administration. 

1816.  A  person  is  at  fault  if  the  overpayment  resulted  from : 

A.  A  statement  by  him  that  he  knew  or  should  have  known  was  incorrect; 
or 

B.  His  failure  to  give  information  that  he  knew  or  should  have  known  was 
material  to  the  decision  in  his  case ;  or 

C.  His  acceptance  of  a  payment  that  he  knew  or  should  have  known  was 
incorrect. 

1817.  A  person  may  be  found  to  be  without  fault  if  the  evidence 
clearly  establishes  that  the  overpayment  was  incurred  because  the  beneficiary : 

A.  Believed  that  only  his  net  cash  earnings  (take-home  pay)  as  an  em- 
ployee counted  in  determining  the  $1,200  annual  earnings  limitation 
and  the  monthly  wage  limitation  used  in  charging  earnings  in  excess  of 
$1,200. 

B.  Relied  on  erroneous  information  as  to  what  events  require  withholding 
of  his  benefits  if  such  information  was  given  to  him  by  the  Social 
Security  Administration  or  by  another  governmental  agency  which  he 
reasonably  thought  was  connected  with  the  administration  of  the 
social  security  program. 

C.  Did  not  know  that  his  annual  or  monthly  earnings  as  an  employee 
were  in  excess  of  the  earnings  limitation,  or  that  his  benefits  were  not 
payable  where  his  earnings  were  greater  than  he  had  anticipated, 
because: 

1.  He  received  a  retroactive  increase  in  pay  (including  back  pay 
awards)  ;  or 

2.  He  worked  at  a  higher  pay  rate  (including  higher  overtime  pay  rates) 
than  he  realized  he  was  getting;    or 

3.  His  employer  failed  to  restrict  the  amount  of  his  earnings  in  line 
with  an  agreement  to  do  so,  provided  the  employee  was  unable  to 
keep  his  own  records;  or 

4.  Five  Saturdays  (or  similar  workdays)  occurred  in  the  month  and  the 
deductions  were  caused  by  the  earnings  on  the  extra  day;    or 

5.  He  figured  his  earnings  on  a  weekly  basis  and  failed  to  take  into 
account  the  fact  that  the  calendar  month  exceeded  4  weeks. 

D.  Did  not  know  that  his  earnings  for  months  before  he  became  entitled 
to  benefits  in  the  year  he  first  qualified  for  benefits  would  be  counted 
in  figuring  his  right  to  payments.  For  waiver  to  be  applicable,  he  must 
not  have  earned  over  $1,200  after  he  began  receiving  benefits. 

E.  Reasonably  believed  that  earnings  after  he  reached  age  72  or  after 
his  benefits  stopped  would  not  be  counted  in  figuring  his  right  to 
payments  for  earlier  months  in  that  year.  For  waiver  to  apply  the 
beneficiary  must  not  have  earned  over  $1,200  in  that  year  before 
reaching  72  or  before  the  month  in  which  his  benefits  ended. 
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F.  Died  during  the  taxable  year  causing  the  amount  of  allowable  earnings 
to  be  reduced  below  $1,200  (see  §  1702) .  For  waiver  to  apply  in 
this  case,  his  earnings  for  that  year  must  have  been  limited  so  as  not 
to  go  over  $1,200  for  a  12-month  taxable  year. 

G.  Continued  to  receive  checks  after  he  had  reported  an  event  requiring 
withholding  of  his  benefits,  and  this  caused  him  to  believe  in  good  faith 
that  he  was  entitled  to  them. 

H.  Believed  in  good  faith  that  a  bonus,  vacation  pay,  or  similar  payment 

for  work  as  an  employee  would  not  be  counted  in  figuring  his  right 

to  payments. 
I.  In   the    case    of    a    husband,    wife,    or    child    beneficiary,    if   such 

beneficiary  did  not  know  and  had  no  reason  to  know  that  the  old-age 

beneficiary  had  worked  enough  to  cause  his  benefits  to  be  withheld 

and  was  not  living  with  the  old-age  beneficiary. 
J.  Was  not  aware  nor  reasonably  could  have  been  expected  to  be  aware 

that  his  employment  or  self-employment  after  1954  or  that  his  earnings 

from  noncovered  employment  or  self-employment  in  the  U.S.  must  be 

counted  in  figuring  his  rights  to  benefit  payments. 
K.  Reasonably  believed  that  after  earning  $1,200  in  the  year  he  could 

still  earn  $100  ($80  before  1959)   a  month  as  an  employee  without 

losing  any  benefits. 
L.  Reasonably  believed  that  earnings  as  an  employee  would  not  cause 

withholding  of  benefit  payments  until  the  first  month  his  earnings  went 

over  $1,200.    To  be  without  fault  he  must  have  made  a  timely  report 

when  his  earnings  reached  $1,200. 
M.  Made  a  sincere  attempt  to  restrict  his  earnings  or  otherwise  comply 

with  the  provisions  relating  to  withholding  of  benefits  but  incurred 

an  overpayment  because: 

1.  He  failed  to  understand  these  provisions  properly;    or 

2.  There  existed  unusual  or  unavoidable  circumstances. 

1818.  ''Defeat  the  purpose  of  the  old-age,  survivors,  and  disability 
insurance  program"  means  that  recovery  of  the  overpayment  or  adjust- 
ment against  benefits  due  would  deprive  the  overpaid  person  of  a  subsistence 
income.  This  depends  upon  whether  adjustment  or  recovery  would  leave  him 
enough  income  or  financial  resources  to  meet  his  ordinary  needs  or  whether 
he  is  largely  or  solely  dependent  upon  current  payment  of  benefits  for  the 
necessities  of  life. 

Whether  adjustment  or  recovery  would  "defeat  the  purpose  of  the  old- 
age,  survivors,  and  disability  insurance  program"  depends  on  the  facts 
in  the  individual  case.  Consideration  is  given  to  the  overpaid  individual's 
total  income  from  all  sources  including  any  income  of  the  spouse  and  any 
other  dependent  relative  living  in  his  household,  the  total  expenses  of  the 
household,  and  the  total  assets  of  the  overpaid  beneficiary,  the  spouse, 
and  dependent  relatives  who  are  members  of  the  household.  Included  as 
assets  that  might  be  liquidated  to  satisfy  the  overpayment  are,  for  example, 
bank  deposits,  stocks  and  bonds,  etc. 
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1819.  "Against  equity  and  good  conscience"  means  that  it  would  be 
inequitable  because  of  the  circumstances  which  gave  rise  to  the  overpay- 
ment to  ask  for  repayment  from  an  individual  regardless  of  his  financial 
circumstances.     This  may  occur  where: 

A.  The  person  relying  on  receipt  of  the  payment  has  given  up  a  val- 
uable right,  e.g.,  the  beneficiary,  relying  on  benefits,  retired  from 
his  job  which  he  is  now  unable  to  get  back;   or 

B.  The  person  relying  on  receipt  of  the  benefit  has  changed  his  position 
for  the  worse;   or 

C.  An  event  requiring  withholding  of  benefits  occurred  solely  because  of 
the  person's  reliance  upon  misinformation  from  an  official  source;  or 

D.  The  beneficiary's  death  ended  his  taxable  year  thereby  causing  the 
overpayment ;  or 

E.  The  beneficiary  was  confused  as  to  whether  the  amount  he  could  earn 
without  loss  of  benefits  was  based  on  gross  earnings  or  net  cash 
earnings. 

1820.  The  estate  of  a  deceased  overpaid  person  may  be  relieved  from 
making  refund  if  the  overpaid  person  was  without  fault  and  recovery  or 
adjustment  during  the  lifetime  of  the  overpaid  person  would  have  been 
barred  as  against  equity  and  good  conscience.  Waiver  of  recovery  from 
an  estate  cannot  be  based  on  "defeat  the  purpose  of  the  old-age,  survivors, 
and  disability  insurance  program"  even  though  waiver  of  recovery  on  that 
basis  would  have  been  proper  as  to  the  deceased  overpaid  person  during 
his  lifetime.  This  is  so  because  the  estate  cannot  be  considered  as  needing 
a  subsistence  income. 

Waiver  of  recovery  from  the  estate  extinguishes  the  right  to  recover  the 
debt  from  any  benefits  payable  later  on  the  same  earnings  record  since 
it  is  equivalent  to  waiver  of  recovery  from  the  overpaid  person. 

1821.  Adjustment  against  subsequent  benefits  payable  on  the  same 
earnings  record  may  be  waived  when: 

A.  The  overpayment  is  discovered  before  subsequent  benefits  are  paid, 
and  the  overpaid  deceased  person  was  without  fault  and  adjustment 
of  the  overpayment  against  benefits  payable  to  the  subsequent  bene- 
ficiary would  defeat  the  purpose  of  the  old-age,  survivors,  and  dis- 
ability insurance  program. 

B.  The  overpayment  to  the  deceased  is  discovered  after  payment  of  sub- 
sequent benefits,  the  subsequent  beneficiary  was  "without  fault,"  and 
recovery  or  adjustment  from  him  would  "defeat  the  purpose  of  the 
old-age,  survivors,  and  disability  insurance  program"  or  be  "against 
equity  and  good  conscience." 

To  the  extent  the  subsequent  benefits  should  have  been  withheld  be- 
cause of  the  overpayment  to  the  decedent,  the  survivor  also  has  been 
overpaid.  However,  the  fault  of  the  decedent  does  not  attach  to 
the  overpayment  to  the  survivor.  Waiver  of  recovery  from  the  sub- 
sequent beneficiary  relieves  only  that  beneficiary  for  the  overpayment 
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made  to  him  as  represented  by  the  type  of  benefit  to  which  he  has 
been  found  entitled. 

When  an  overpayment  is  considered  for  waiver,  it  may  be  reduced  by 
the  amount  of  an  underpayment  due  the  beneficiary  resulting  from  an 
award  increasing  the  beneficiary's  benefit  rate. 

1822.  WHERE  A  DETERMINATION  IS  REVISED  because  of  a 
change  of  position,  payments  that  were  made  under  the  initial  determination 
are  rendered  incorrect.  These  overpayments  are  subject  to  recovery  but 
also  to  consideration  of  waiver. 
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Chapter  19 


RECONSIDERATION, 
HEARING,  AND  APPEAL 


1900.  Reconsideration,  hearing,  and  appeal — General. 

1901.  Initial  determination  defined. 

1902.  Time  limit  for  reopening  initial  determination. 

1903.  Independent  reviews  of  case  provided  for. 

1904.  Reconsideration. 

1905.  Reconsideration  process. 

1906.  Hearing  by  hearing  examiner. 

1907.  How  hearing  examiner  may  dispose  of  case. 

1908.  Notice  of  time  and  place  of  hearing. 

1909.  Assistance  of  district  office  available. 

1910.  Hearing  examiner's  decisions. 

1911.  Review  by  the  Appeals  Council. 

1912.  Procedure. 

1913.  Extension  of  time  for  filing  request  for  reconsideration,  hearing,  or  review. 

1914.  Representation  of  claimant. 

1915.  Fees  that  may  be  charged  by  claimant's  representative. 

1900.  A  RECONSIDERATION  may  be  requested  by  a  claimant  or  by 
any  other  person  who  makes  a  showing  in  writing  that  his  rights  under  the 
Social  Security  Act  may  be  prejudiced  by  an  initial  determination. 

1901.  An  initial  determination  is  a  decision  by  the  Bureau  of  Old-Age 
and  Survivors  Insurance  affecting  monthly  benefits,  the  lump-sum  death 
payment,  a  period  of  disability,  or  a  social  security  earnings  record  and 
includes : 

A.  Awards  of  benefits. 

B.  Recomputation  of  benefits. 

C.  Disallowance  of  benefit  claims. 

D.  Denial  or  approval  of  an  application  to  establish  a  period  of  disability. 

E.  Determinations  on  deductions  from  benefits. 

F.  Determinations  with  respect  to  the  termination  of  benefits  or  a  period 
of  disability, 

G.  Determinations  with  respect  to  the  reinstatement  of  benefits. 
H.  Adjustment  or  recovery  of  overpaid  or  underpaid  amounts. 

I.    Revisions  of  social  security  earnings  records. 

J.  Determinations  as  to  support  by  the  worker  of  a  parent,  husband, 
widower,  or  former  wife  divorced. 

Written  notice  of  a  determination  will  be  mailed  to  the  party  to  the 
determination  at  his  last  known  address,  except  that  no  notice  will  be 
mailed  where  it  was  determined  that  a  party's  entitlement  to  benefits  has 
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ended  because  of  his  death.  Such  notice  takes  the  form  of  an  award 
certificate,  disallowance  letter,  or  other  correspondence  explaining  the 
decision.     It  also  informs  the  person  about  his  right  to  a  reconsideration. 

1902.  An  initial  determination  becomes  final  and  binding  on  the  par- 
ties thereto  unless  reconsideration  is  requested  or  the  determination  is 
reopened  and  revised  within  the  specified  time  limits. 

The  following  sections  discuss  the  time  limitations  on  the  reopening  of 
all  determinations  except  those  dealing  with  a  social  security  earnings 
record.  The  time  limits  for  reopening  and  revising  determinations  con- 
cerning earnings  records  are  discussed  in  chapter  13. 

An  initial  or  reconsidered  determination  may  be  reopened  and 
revised : 

A.  Within  12  months  after  the  date  of  notice  of  the  initial  determination 

for  any  reason  (see  §  1904) . 

B.  Within  4  years  from  the  date  of  notice  of  the  initial  determination,  if 
there  is  good  cause  for  reopening  it.    "Good  cause"  may  exist  where: 

1.  New  and  material  evidence  is  submitted;  or 

2.  A  clerical  error  was  made  in  figuring  the  benefit  amount;  or 

3.  It  is  clear  that,  based  on  the  evidence  previously  submitted,  the 
determination  was  erroneous. 

Note:  "Good  cause"  does  not  exist  where  the  only  basis  for  reopening 
the  determination  is  a  change  of  legal  interpretation  or  administrative 
ruling  on  which  the  determination  was  based. 

C.  At  any  time  if: 

1.  The  determination  was  based  on  fraud  or  similar  fault  of  the 
claimant  or  some  other  person ;  or 

2.  Someone  else  makes  a  conflicting  claim  on  the  same  social  security 
account;  or 

3.  A  person  believed  dead  is  found  to  be  alive;  or 

4.  The  death  of  the  individual  on  whose  earnings  account  a  party's 
claim  was  denied  for  lack  of  proof  of  death  is  proved  by  reason 
of  the  person's  unexplained  absence  for  a  period  of  7  years  or 
more ;   or 

5.  The  Railroad  Retirement  Board  has  awarded  duplicate  benefits 
on  the  same  earnings  account;   or 

6.  World  War  II  or  post- World  War  II  wage  credits  were  not  credited 
because  another  Federal  agency  (other  than  Veterans'  Adminis- 
tration) erroneously  certified  that  it  had  awarded  benefits  on  the 
basis  of  the  same  military  service;  or 

7.  Notice  is  received  that  another  Federal  agency  has  awarded  bene- 
fits based  on  a  period  of  military  service  for  which  World  War  II 
or  post- World  War  II  military  wage  credits  had  been  awarded 
by  the  Social  Security  Administration;  or 

8.  The  worker's  earnings  record  now  shows  that  a  prior  disallowance 
for  lack  of  insured  status  was  incorrect;   or 

9.  If  the  determination  is  unfavorable  to  the  party  thereto  and  is  in- 
correct because  of  a  clerical  error  or  error  on  the  face  of  the  evidence 
on  which  it  was  based. 
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Action  reopening  the  initial  determination  under  either  (A)  or  (B)  above 
must  be  started  within  the  time  limit  specified. 

Findings  of  fact  made  in  a  determination  or  decision  in  one  claim  (ex- 
cept that  an  individual  was  fully  or  currently  insured)  may  be  revised  in 
deciding  another  claim  on  the  same  earnings  record,  even  though  such 
findings  have  become  final  and  thus  may  not  be  revised  in  the  first  claim. 

1903.  SEVERAL  COMPLETELY  INDEPENDENT  REVIEWS  OF  A 

CASE  ARE  PROVIDED  for  a  person  who  is  dissatisfied  with  the  decision 
made  regarding  his  rights.     He  may: 

A.  Request  the  Bureau  to  reconsider  its  initial  determination;  and  then 

B.  Ask  for  a  hearing  before  a  hearing  examiner  of  the  Social  Security 
Administration.  This  may  consist  of  only  a  review  on  the  record, 
if  the  party  so  desires ;  or 

C.  After  a  hearing  and  a  decision  by  a  hearing  examiner,  request  the 
Appeals  Council  to  review  the  hearing  examiner's  decision;  and  then 

D.  Bring  a  civil  action  in  a  U.S.  District  Court. 

Any  decision  by  a  hearing  examiner  or  by  the  Appeals  Council  is  based 
upon  a  complete  review  of  all  of  the  evidence  including  any  additional 
evidence  which  the  claimant  may  wish  to  submit. 

1904.  RECONSIDERATION  OF  AN  INITIAL  DETERMINATION 

may  be  requested  by  the  claimant,  or  by  another  person  who  can  show 
that  the  determination  is  prejudicial  to  his  benefit  rights.  The  Bureau  also 
may  reconsider  an  initial  determination  on  its  own  motion. 

The  request  for  reconsideration  may  be  by  letter  or  on  a  special  Bureau 
form  available  at  any  district  office.     The  request  should  be: 

A.  In  writing;  and 

B.  Filed  at  a  Bureau  office;  and 

C.  Filed  within  6  months  from  the  date  of  notice  of  the  initial  determina- 
tion. (The  "date  of  notice"  is  the  date  appearing  on  the  notice  sent 
to  the  claimant.) 

1905.  The  reconsideration  process  is  a  thorough  and  independent 
review  of  the  case.  It  is  based  on  the  evidence  submitted  for  the  initial 
determination  plus  any  further  evidence  that  the  claimant  may  submit  in 
connection  with  the  reconsideration.  Reconsideration  is  made  by  a  person 
other  than  the  one  who  made  the  initial  determination. 

1906.  A  HEARING  OR  REVIEW  OF  THE  RECORD  BY  A  HEAR- 
ING  EXAMINER  may  be  requested  by  a  claimant  or  by  a  person  who  can 
show  that  the  reconsidered  determination  is  prejudicial  to  his  rights  under 
title  II  of  the  Social  Security  Act.  The  request  for  a  hearing  or  review 
may  be  by  letter  or  on  a  special  form  available  at  any  district  office.  The 
request  should  be: 

A.  In  writing;  and 
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B.  Filed  at  a  Bureau  oflSce,  or  with  the  hearing  examiner  or  Appeals 
Council ;   and 

C.  Filed  within  6  months  after  the  date  of  notice  of  the  reconsidered 
determination. 

The  hearing  examiner  will  make  his  decision  on  the  basis  of  the  evidence 
already  submitted,  any  additional  evidence  the  claimant  presents,  or  evi- 
dence that  is  otherwise  submitted,  and  testimony  given  at  the  hearing. 

1907.  The  hearing  examiner  may : 

A.  Dismiss  the  case  if  the  claimant  requests  it;  or  if  the  claimant  does 
not  appear  or  dies;  or  when  the  request  was  not  filed  within  the  time 
limit;  or  the  person  was  not  a  party  to  the  initial  determination  or 
there  has  been  a  previous  determination  or  decision  by  the  Secretary 
as  to  the  rights  of  the  claimant  on  the  same  facts  pertinent  to  the 
same  issue  or  issues  which  has  become  final. 

B.  Hold  a  hearing  on  the  case  or  review  the  record,  and  issue  a  decision. 

1908.  NOTICE  OF  THE  TIME  AND  PLACE  OF  THE  HEARING  is 

sent  by  the  hearing  examiner  to  the  parties  to  the  hearing  at  least  10  days 
before  the  date  set  for  the  hearing,  to  allow  time  to  prepare  for  it.  The 
hearing  before  the  hearing  examiner  usually  is  held  in  the  area  where  the 
person  requesting  the  hearing  resides,  although  he  may  be  required  to  travel 
up  to  75  miles.  A  hearing  examiner  has  power  to  issue  subpenas  requiring 
the  attendance  and  testimony  of  witnesses  and  the  production  of  any  evidence 
that  relates  to  the  issues  involved  in  the  hearing. 

1909.  The  district  office  is  ready  to  help  the  claimant  or  other  interested 
party  to  prepare  for  the  hearing  or  review  of  the  record  by: 

A.  Explaining  to  him  the  issues  involved  in  the  case. 

B.  Explaining  how  the  hearing  will  be  conducted. 

C.  Telling  him  how  to  arrange  for  the  appearance  of  his  witnesses. 

D.  Advising  him  how  to  obtain  any  documents  that  he  may  need  for  the 
presentation  of  his  case. 

A  person  requesting  the  hearing  may  appear  personally  at  the  hearing. 
He  may  be  represented  by  counsel  or  by  any  other  person  he  wants  to  have 
represent  him;  however,  it  is  not  necessary  that  he  be  represented. 

1910.  After  the  hearing,  the  hearing  examiner  will  issue  a  decision 

affirming,  revising,  or  reversing  the  Bureau  determination.  He  may  also 
certify  the  case  with  a  recommended  decision  to  the  Appeals  Council  for 
decision  (though  this  would  happen  very  infrequently).  All  parties  to 
the  hearing  are  notified  of  the  hearing  examiner's  decision  and  the  reasons 
for  it. 

1911.  A  REVIEW  BY  THE  APPEALS  COUNCIL  may  be  requested  if 
a  party  to  the  hearing  is  not  satisfied  with  the  action  of  the  hearing  exam- 
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iner,  whether  a  decision  or  dismissal.  The  Council  will  grant,  deny,  or 
dismiss  the  request  for  review  as  it  decides  is  proper. 

A  request  for  a  review  by  the  Appeals  Council  must  be  in  writing  and 
must  be  filed  within  60  days  after  the  date  of  notice  of  the  decision  or 
dismissal  of  the  hearing  examiner.  The  request  may  be  filed  with  any  dis- 
trict office,  a  hearing  examiner,  or  the  Appeals  Council  and  may  be  made 
either  by  letter  or  on  a  special  form  available  at  any  district  office. 

Within  90  days  after  the  date  of  notice  of  the  hearing  examiner's  decision, 
the  Appeals  Council  may  reopen  it  for  review  or  for  the  purpose  of  dis- 
missing the  party's  request  for  hearing  for  any  reason  for  which  such  re- 
quest could  have  been  dismissed  by  the  hearing  examiner. 

1912.  The  Appeals  Council  wiQ  notify  the  claimant  as  to  whether  or 
not  it  will  review  the  case.  If  the  Council  decides  to  review  the  case, 
the  claimant  may  appear  before  the  Appeals  Council  in  Washington,  D.C. 
(either  personally,  or  through  a  representative)  for  the  presentation  of  oral 
arguments  or  he  may  file  written  briefs  in  support  of  his  claim.  The  Ap- 
peals Council  will  notify  the  claimant  of  its  action  in  the  case. 

If  the  claimant  is  dissatisfied  with  the  decision  or  denial  of  the  request 
for  review  by  the  Appeals  Council,  he  may  bring  suit  in  a  U.S.  District 
Court.  The  civil  action  in  the  court  must  be  filed  within  60  days  from 
the  date  of  notice  of  the  Appeals  Council  decision  or  denial  of  the  request 
for  review. 

1913.  AN  EXTENSION  OF  TIME  FOR  FILING  a  request  for  recon- 
sideration, a  request  for  a  hearing  (either  oral  or  just  by  way  of  review 
of  the  record)  by  a  hearing  examiner,  or  a  request  for  review  by  the 
Appeals  Council,  or  for  filing  a  civil  action  in  a  U.S.  District  Court,  may 
be  granted  if  the  claimant  shows  that  he  had  good  cause  for  failing  to 
file  his  request  within  the  appropriate  time  limit.  The  decision  as  to 
whether  or  not  to  grant  the  extension  is  made  by  the  Bureau,  the  hearing 
examiner,  or  the  Appeals  Council,  depending  upon  who  has  jurisdiction 
over  the  case. 

1914.  The  claimant  may  be  represented  by  an  attorney  or  any  other 
person  he  selects  to  act  for  him,  at  any  or  every  step  in  the  proceedings 
before  the  Social  Security  Administration,  i.e.,  initial  determination,  recon- 
sideration, hearing,  and/or  Appeals  Council  review.  No  person  may  act 
as  representative  of  a  claimant  if  he  has  been  suspended  or  disbarred  by 
the  Commissioner  of  Social  Security  from  acting  as  a  representative. 

Only  individuals  may  act  as  representatives  of  claimants.  However,  a 
member  of  a  firm,  labor  union,  or  other  organization  may  act  as  representa- 
tive of  a  claimant  if  he  does  so  as  an  individual  and  not  in  his  capacity 
as  an  agent  or  employee  of  the  organization  or  firm. 

To  appoint  a  representative  other  than  an  attorney-at-law,  the  claimant 
must  do  so  in  writing  over  his  signature  preferably  on  a  special  form  avail- 
able at  each  district  office.  The  representative,  other  than  an  attorney-at- 
law,  must  also   accept  the  appointment  in  writing,  and  the  appointment 
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and  acceptance  must  be  filed  with  an  office  of  the  Bureau,  a  hearing  exam- 
iner, or  the  Office  of  Hearings  and  Appeals,  as  appropriate. 

An  attorney's  authority  to  act  as  representative  of  a  claimant  in  matters 
before  the  Bureau  may  appear  from  his  statement  that  he  has  such  authority 
or  from  his  action  in  connection  with  the  prosecution  of  the  claim. 

1915.  The  fee  that  an  attorney  or  other  person  may  charge  the 
claimant  for  representing  him  in  matters  before  the  Social  Security  Admin- 
istration must  be  approved  by  the  Social  Security  Administration  in  all 
cases  except  where  an  attorney's  fee  is  not  more  than  $20  for  representa- 
tion before  the  Bureau  only,  or  $30  for  representation  before  a  hearing 
examiner  and/or  the  Appeals  Council  only,  or  $50  for  representation  before 
the  Bureau  and  a  hearing  examiner  and/or  the  Appeals  Council.  The  So- 
cial Security  Administration's  jurisdiction  over  the  approval  of  fees  does  not 
extend  to  representatives'  services  in  litigating  the  case  before  the  courts. 

A  representative  acting  for  more  than  one  claimant  in  a  single  case  may 
be  entitled  to  a  separate  fee  for  each  claimant. 

Upon  petition  from  the  representative,  the  appropriate  unit  of  the  Social 
Security  Administration  will  fix  the  amount  of  a  fee  for  services,  and  will 
notify  both  the  claimant  and  his  representative  of  the  amount  approved. 
The  petition  should  outline  the  services  rendered  and  time  involved  as 
justification  for  arriving  at  the  stated  fee. 
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Chapter  20 


OTHER  BENEFIT 
PROGRAMS 


2000.  Basic  objectives  of  benefit  programs. 

2001.  The  unemployment  insurance  program. 

2002.  Requirements  set  by  each  State. 

2003.  Typical  requirements  for  benefits. 

2004.  Amount  of  unemployment  insurance  benefits. 

2005.  Number  of  weeks  benefits  payable. 

2006.  Filing  claims  for  benefits. 

2007.  Right  of  appeal. 

2008.  Benefits  for  unemployed  ex-servicemen  and  Federal  civilian  employees. 

2009.  Ex-servicemen  with  military  service  between  6/27/50  and  1/31/55. 

2010.  Public  Assistance  programs. 

2011.  Only  needy  persons  eligible. 

2012.  Old-age  assistance. 

2013.  Aid  to  dependent  children. 

2014.  Aid  to  blind. 

2015.  Aid  to  permanently  and  totally  disabled. 

2016.  Sharing  by  Federal  and  State  governments  in  financing  programs. 

2017.  Federal  approval  of  State  programs. 

2018.  Variation  in  amount  of  assistance  payments. 

2019.  Assistance  is  paid  in  cash. 

2020.  Application  for  assistance  payments. 

2021.  Right  to  fair  hearing. 

2022.  General  assistance  and  general  relief. 

2023.  Types  of  services  provided  for  children  under  Social  Security  Act. 

2024.  Maternal  and  child  health  service  programs. 

2025.  State  programs  for  crippled  children. 

2026.  Child  welfare  services. 

2027.  Workmen's  compensation  laws. 

2028.  Basis  for  payments. 

2029.  Medical  care  provisions. 

2030.  Railroad  Retirement  and  Unemployment  Insurance  Acts. 

2031.  Railroad  Retirement  Act — old-age  annuity. 

2032.  Disability  annuity. 

2033.  Old-age  annuity  for  wife  or  dependent  husband. 

2034.  Formula  for  figuring  old-age  or  disability  annuity. 

2035.  Types  of  survivors  benefits. 

2036.  Amount  of  survivors  benefits. 

2037.  Railroad  Unemployment  Insurance  Act. 

2038.  Eligibility  requirements — unemployment  benefits. 

2039.  Disqualifications. 

2040.  Eligibility  requirements — sickness  benefits. 

2041.  When  sickness  benefits  not  payable. 

2042.  Availability  of  information  on  railroad  retirement,  survivors,  unemployment, 
and  sickness  benefits. 

2043.  Benefits  payable, to  veteran  of  the  U.S.  Armed  Forces. 

2044.  Some  benefits  administered  by  the  V.A. 

2045.  Two  types  of  V.A.  survivors  benefits  affected  by  Social  Security  Act. 
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2046.  Veterans  benefits  administered  by  agencies  other  than  V.A. 

2047.  V.A.  pamphlet  available. 

2048.  Retirement  systems  of  Federal,  State,  and  local  governments. 

2049.  Coverage  of  civilian  employees  of  Federal  government. 

2050.  Retirement  systems  administered  by  State  and  local  governments. 

2000.  SOCIAL  SECURITY  AND  OTHER  BENEFIT  PROGRAMS 

have  the  same  basic  objectives:  To  keep  individuals  and  families  from  des- 
titution; to  keep  families  together;  to  give  children  the  opportunity  of 
growing  up  in  health  and  security.  These  programs,  most  of  which  are 
carried  out  through  the  concerted  efforts  of  the  Federal  Government  and 
the  various  States,  include: 

A.  Old-age,  survivors,  and  disability  insurance, 

B.  Unemployment  insurance, 

C.  Public  assistance, 

D.  Services  for  maternal  and  child  health  and  child  welfare, 

E.  Workmen's  compensation, 

F.  Railroad  retirement,  sickness,  and  unemployment  insurance, 

G.  Veterans  benefits,  and 

H.  Federal,  State,  and  local  government  employees*  retirement  systems. 

The  old-age,  survivors,  and  disability  insurance  program  is  explained 
in  detail  in  the  preceding  chapters  of  this  Handbook.  The  maj  or  provisions 
of  the  other  programs  are  discussed  below. 

2001.  THE  UNEMPLOYMENT  INSURANCE  PROGRAM  provides 
partial  income  replacement  for  a  limited  period  to  persons  who  become 
unemployed.  It  is  a  State  administered  program  with  Federal  participa- 
tion. The  Federal  Unemployment  Tax  Act  taxes  all  employers  in  com- 
merce and  industry  who  employ  4  or  more  workers  during  20  or  more 
weeks  of  the  year  at  the  rate  of  3  percent  on  the  first  $3,000  wages 
paid  to  each  of  their  workers  in  a  year. 

If  a  State  has  an  unemployment  insurance  law  that  meets  the  basic 
provisions  of  the  Federal  law,  employers  can  credit  their  State  taxes  against 
90  percent  of  the  Federal  tax.  In  order  that  employers  may  continue 
to  obtain  the  tax  offset  provided  in  the  Federal  law,  the  State  unemploy- 
ment insurance  system  must  continue  to  conform  to  the  general  requirements 
in  the  Federal  law.  This  offset  also  extends  to  the  taxes  the  employer  is 
excused  from  paying  by  provisions  of  State  lav/  varying  the  tax  rate  in 
accordance  with  the  employer's  experience  with  unemployment.  This  is 
called  "experience  rating"  and  is  provided  for  in  all  States  except  Alaska. 

In  many  States,  the  law  applies  to  employers  who  have  less  than  4  em- 
ployees and  to  employers  who  are  engaged  in  types  of  work  not  covered 
by  the  Federal  law.     In  3  States,  employees  also  are  taxed. 

2002.  Each  State  specifies  in  its  laws: 

A.  Who  may  receive  unemployment  benefits. 

B.  How  each  worker  can  qualify  for  benefits. 

227 


C.  The  amount  of  the  weekly  unemployment  benefit. 

D.  The  maximum  number  of  weeks  for  which  unemployment  benefits  may 
be  paid. 

The  State  unemployment  insurance  agency  makes  the  rules  for  the  pay- 
ment of  benefits,  handles  the  claims  of  unemployed  workers,  and  decides  in 
each  case  whether  the  claimant  is  entitled  to  unemployment  benefits. 

2003.  Requirements  for  getting  unemployment  insurance  benefits 

are  generally  as  follows: 

A.  The  worker  must  register  for  work  at  a  public  employment  ofl&ce  and 
file  his  claim  for  benefits. 

B.  He  must  have  worked  previously  on  a  job  covered  by  the  State  law. 
This  usually  includes  jobs  in  factories,  mines,  oflSces,  or  other  places 
of  private  industry  and  commerce.  In  more  than  half  the  States  the 
law  applies  only  to  employment  in  concerns  that  have  four  or  more 
persons  on  the  payroll  during  20  weeks  of  the  year;  in  the  other  States 
it  applies  also  to  jobs  in  smaller  establishments. 

C.  He  must  have  a  prescribed  amount  of  employment  or  earnings  in 
covered  employment  during  a  specified  "base  period,"  generally  a 
year,  prior  to  the  time  he  claims  benefits. 

D.  He  must  be  able  to  work.  In  general,  unemployment  insurance  bene- 
fits are  not  payable  to  workers  who  are  sick  or  unable  to  work  for  any 
other  reason,  although  a  few  States  continue  to  pay  the  benefits,  within 
the  legal  limits,  to  workers  who  became  ill  after  they  had  established 
their  claims,  so  long  as  no  offer  of  suitable  work  is  refused.  (In  four 
States,  workers  contribute  to  special  disability  funds  from  which  dis- 
ability benefits  are  paid  to  workers  who  are  unemployed  because  of 
non- work-connected  sickness  or  accident.) 

E.  He  must  be  available  for  work  and  must  be  ready  and  willing  to  take  a 
suitable  job  if  one  is  offered  to  him. 

F.  He  must  not  have : 

1.  Quit  his  job  voluntarily  without  good  cause.  (In  some  States  the 
law  says  "without  good  cause  attributable  to  the  employer"  or  "con- 
nected with  the  work.") 

2.  Been  discharged  for  misconduct  in  connection  with  his  work. 

3.  Refused  or  failed,  without  good  cause,  to  apply  for  or  accept  an  offer 
of  suitable  work.  (What  is  "suitable"  work  is  generally  decided  by 
the  State;  however,  under  Federal  law  no  worker  may  be  denied 
benefits  because  he  refused  to  accept  a  new  job  under  conditions 
where  labor  disputes  or  labor  standards  are  involved.) 

4.  Become  unemployed  because  of  a  stoppage  of  work  as  the  resuh  of  a 
labor  dispute. 

Many  States  disqualify  claimants  for  other  causes.  Disqualifica- 
tion in  some  States  amounts  to  postponement  of  benefits  for  a  few  weeks;  in 
others,  benefits  are  reduced  as  well  as  postponed.  In  a  few  States  all  benefit 
rights  of  disqualified  claimants  may  be  canceled  and  the  worker  may  be 
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unable  to  draw  benefits  until  he  returns  to  work  and  has  earned  enough  wage 
credits  to  qualify  again. 

2004.  The  amount  of  the  weekly  unemployment  benefit  payment 
a  worker  may  receive  while  unemployed  varies  according  to  the  benefit  for- 
mula in  the  law  of  each  State.  Usually  it  is  about  half  the  worker's  full-time 
weekly  pay  within  top  and  bottom  limits.  The  maximum  ranges  from  $26  to 
S45  a  week  for  a  worker  without  dependents.  Minimum  benefits  range  from 
$5  to  $17  a  week,  but  in  34  States  the  lowest  benefit  is  $10  or  more.  All  States 
except  Montana  provide  partial  benefits  for  partial  unemployment,  and  Mon- 
tana pays  benefits  to  some  workers  who  would  be  considered  partially  unem- 
ployed in  other  States.  In  12  States  an  unemployed  worker  may  be  paid  an 
allowance,  in  addition  to  his  own  unemployment  benefit,  for  certain  of  his 
dependents. 

2005.  The  number  of  weeks  for  which  unemployment  benefits  can 
be  paid  ranges  from  5  weeks  to  30  weeks.  State  law  determines  the 
period  for  which  benefits  can  be  paid. 

2006.  An  unemployed  worker  must  file  a  claim  for  benefits  at  an 

office  maintained  by  each  State  for  this  purpose.  In  addition,  he  must 
register  for  a  job  at  the  State  employment  office.  The  employment  service 
and  unemployment  insurance  offices  usually  are  located  together.  In  many 
places  where  there  is  no  permanent  employment  office,  workers  can  file 
claims  on  certain  days  with  a  part-time  representative  of  a  nearby  office; 
they  can  find  out  about  service  in  that  locality  by  inquiring  at  the  post  office. 
Claims  may  be  filed  in  any  State,  regardless  of  where  the  worker  was 
previously  employed. 

//  the  worker  gets  a  full-time  job,  he  will  not  be  entitled  to  benefits. 
But  if  he  doesn't  find  a  job  within  a  certain  "waiting  period"  after  he  files  a 
claim — usually  1  week,  depending  upon  the  State  law — his  benefit  payments 
will  begin  for  the  following  week. 

A  worker  who  has  been  employed  in  several  States,  or  who  moves 
into  a  new  State  and  finds  himself  out  of  a  job,  must  do  the  same  thing  he 
would  do  if  he  had  been  working  in  that  State  all  the  time.  He  must  go 
to  the  nearest  public  employment  office  to  file  his  unemployment  insurance 
claim  and  register  for  a  job.  There  he  should  explain  about  his  work  in 
other  States,  The  local  office  will  take  his  claim  and  forward  it  to  the  other 
State  in  which  he  may  be  qualified.  Any  benefits  to  which  he  may  be 
entitled  will  be  paid  to  him  by  check  sent  directly  from  the  State  that  owes 
them. 

2007.  Workers  and  their  employers  both  have  the  right  to  appeal 

from  any  decision  on  unemployment  benefit  claims.  If  a  worker  feels  that 
the  decision  on  his  claim  is  v/rong,  he  should  get  in  touch  with  the  office 
where  he  filed  his  claim  and  file  an  appeal.  In  most  States  the  appeal  must 
be  filed  within  5  to  10  days  after  the  worker  is  notified  of  the  decision  on  a 
claim.  An  employer  may  appeal  if  he  does  not  agree  with  a  determination 
on  an  employee's  claim. 
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2008.  An  unemployed  Federal  civilian  or  ex-serviceman  may  be 

entitled  to  benefits  under  the  conditions  of  a  State  law  for  determining  bene- 
fit eligibility.  The  amount  he  may  receive  will  be  the  same  as  if  Federal 
pay  had  been  covered  under  the  State  law.  For  ex-servicemen,  pay  is 
determined  from  a  schedule  which  includes  cash  values  of  various  allowances 
as  well  as  base  pay.  Claims  for  these  benefits  must  be  filed  with  the  State 
agency.  Costs  of  the  benefits  are  paid  from  a  Federal  appropriation  from 
general  revenue. 

2009.  Veterans    with    military    service    between    6/27/50    and 

1/31/55  may  get  unemployment  benefits  of  $26  for  each  week  of  unem- 
ployment occurring  within  3  years  of  their  discharge  and  before  2/1/60.  No 
veteran  may  receive  more  than  $676  under  this  program.  The  veteran  must 
meet  the  State  conditions  of  benefit  eligibility,  other  than  the  requirements  of 
past  employment.  The  State  employment  security  agencies  act  as  agents 
of  the  Federal  government  in  paying  these  benefits,  and  application  for  them 
must  be  filed  with  those  agencies. 

2010.  AID  UNDER  THE  FEDERAL-STATE  PUBLIC  ASSISTANCE 
PROGRAMS  is  a  subsistence  benefit  paid  in  certain  cases  where  other 
sources  of  income  are  inadequate  to  meet  the  basic  necessities  of  life.  Aid  is 
provided  for : 

A.  Old  people  who  lack  means  of  support; 

B.  Blind  people  who  need  assistance; 

C.  Children  who  have  been  deprived  of  parental  care  or  support;  and 

D.  Needy  persons  who  are  permanently  and  totally  disabled. 

2011.  A  person  must  be  in  need  to  be  eligible  for  assistance  under  these 
programs,  that  is,  he  must  be  without  sufl&cient  money  or  resources  to  provide 
the  essentials  of  living.  Federal  and  State  laws  require  that  all  income  and 
resources  of  the  individual  be  considered,  except  in  aid  to  the  blind  and  their 
dependents,  where  some  of  the  blind  person's  earned  income  is  disregarded. 

States  place  limitations  on  the  real  and  personal  property  an  in- 
dividual may  retain  without  being  disqualified  for  assistance.  Although 
property  provisions  vary  from  State  to  State,  in  general  it  is  recognized  that 
persons  who  own  a  modest  home  should  have  an  opportunity  to  retain  this 
as  a  place  to  live  and  should  be  able  to  keep  small  reserves  for  such  expenses 
as  illness  and  burial.  Some  States  place  liens  on  property  or  use  other  means 
to  obtain  recovery  of  assistance  paid.  States  also  consider  whether  a  person 
has  close  relatives  who  are  able  to  support  him  and  some  take  steps  to  secure 
such  support. 

Within  the  general  pattern  set  by  the  Social  Security  Act,  States  establish  a 
minimum  standard  of  living  against  which  the  individual's  available  re- 
sources are  measured  in  order  to  determine  whether  he  is  in  need,  and  if  so, 
how  much  he  needs  to  obtain  the  standard  of  living  set  by  the  State.  However, 
^tates  are  not  always  able  to  meet  need  as  determined  by  their  own  standards. 
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2012.  Old-age  assistance  for  needy  persons  65  years  of  age  or  over 
is  provided  by  ail  States,  tlie  District  of  Columbia,  Puerto  Rico,  and  the  Virgin 
Islands,  The  payments  to  these  people  are  made  only  on  the  basis  of  need. 
They  are  not  the  same  as  benefits  payable  under  the  Federal  old-age,  sur- 
vivors, and  disability  insurance  program,  which  are  based  on  wages  and  self- 
employment  income  for  years  of  work  covered  by  that  program.  However, 
assistance  payments  can  supplement  insurance  benefits  if  needs  are  still  not 
met. 

Some  States  provide  old-age  assistance  only  to  citizens  of  the  U.S., 
but  no  one  who  is  a  citizen  may  be  refused  aid  for  any  reason  connected  with 
his  citizenship.  He  may  not,  for  example,  be  refused  aid  for  the  reason  that 
he  has  not  been  a  citizen  long  enough. 

Most  States  require  that  a  person  must  have  lived  in  the  State  at 
least  a  year  in  order  to  get  old-age  assistance.  Less  than  half  the  States  re- 
quire 5  years'  residence — usually  the  year  just  before  asking  for  aid  and  4 
other  years  within  the  last  9,  not  necessarily  consecutive.  There  are  no  local 
residence  requirements  that  affect  eligibility. 

2013.  Aid  to  dependent  children  is  provided  under  programs  of  all  the 
States,  the  District  of  Columbia,  Puerto  Rico,  and  the  Virgin  Islands  when 
the  father  or  mother  is  dead,  disabled,  or  absent  from  home.  The  child  must 
be  living  with  a  close  relative.  This  enables  many  children  to  remain  with 
their  families  in  their  own  homes  even  though  they  may  have  been  left  without 
necessary  financial  support.  The  Federal  Government  participates  in  pay- 
ments to  needy  families  until  the  child  is  18.  Though  most  States  provide  aid 
up  to  this  age,  some  help  children  between  16  and  18  years  old  only  if  they 
attend  school. 

Most  States  require  that  a  needy  child  live  in  the  State  for  the  year 
before  application  for  assistance  is  made.  If  the  child  is  less  than  a  year  old, 
some  States  require  that  the  parent  or  other  relative  with  whom  the  child 
is  living  must  have  lived  in  the  State  during  the  year  preceding  his  birth.  In 
a  few  States,  no  specific  length  of  residence  is  required.  There  are  no  local 
residence  requirements. 

Prompt  notice  must  be  given  by  the  assistance  agency  to  appropriate  law 
enforcement  officials  when  assistance  is  provided  to  children  deserted  or 
abandoned  by  a  parent.  Responsibility  for  legal  action  remains  with  the 
family  and  law  enforcement  officials  according  to  State  law. 

2014.  Aid  to  the  blind  programs,  financed  with  the  help  of  Federal  funds, 
exist  in  all  States,  the  District  of  Columbia,  Puerto  Rico,  and  the  Virgin  Is- 
lands. In  general,  payments  are  made  to  needy  persons  who  are  totally 
blind  or  who  have  so  little  sight  that  they  cannot  earn  a  living.  Each  State 
has  its  own  definition  of  blindness  and  arranges  for  a  complete  examination 
for  the  persons  applying  for  aid.  The  individual  may  decide  whether  to  be 
examined  by  a  physician  skilled  in  diseases  of  the  eye  or  by  an  optometrist. 

Some  States  limit  aid  to  the  blind  to  adults,  others  to  persons  16  years  of 
age  and  over,  and  many  have  no  age  requirement. 

Only  a  few  States  require  a  person  to  be  a  citizen,  but  most  require 
residence  in  the  State  for  a  certain  period  of  time.    About  two-thirds  of  the 
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States  require  less  than  5  years'  residence  and  many  waive  the  residence 
requirements  if  the  person  becomes  blind  while  living  in  the  State.  Others 
require  5  years'  residence — usually  the  year  just  before  asking  for  assistance 
and  4  other  years,  which  may  fall  any  time  within  the  last  9  years. 

In  several  States,  if  a  blind  person  begs  for  money  he  cannot 
qualify  for  aid  to  the  blind.  Also,  in  some  States,  assistance  may  not  be 
continued  if  the  person  refuses  treatment  recommended  by  an  eye  specialist  to 
restore  his  sight. 

In  determining  need  and  amount  of  the  assistance  payment,  the 
State  must  disregard  up  to  $50  a  month  of  earned  income.  This  is  done  to 
encourage  and  assist  blind  persons  to  become  productive  members  of  society. 
This  income  exemption  also  applies  in  determining  the  needs  of  dependents 
of  the  blind. 

2015.  Permanently  and  totally  disabled  persons  18  years  of  age  or 
over  who  are  in  need  may  receive  payments  under  State  programs  partially 
financed  from  Federal  funds.  In  general,  the  eligibility  requirements  are 
similar  to  those  in  the  old-age  assistance  program.  There  is  the  additional 
eligibility  requirement  of  permanent  and  total  disability. 

Each  State  is  responsible  for  establishing  its  own  definition  of  permanent 
and  total  disability.  Generally,  however,  it  means  a  physical  or  mental  im- 
pairment or  disease  that  prevents  an  individual  from  holding  a  job  or 
making  a  home. 

The  disability  factor  is  determined  by  consideration  of  medical  findings 
and  the  extent  to  which  the  person's  age,  training,  and  experience  influence 
his  ability  to  engage  in  a  useful  occupation  as  either  a  wage  earner  or  a 
homemaker.  The  program  need  not  be  limited  to  the  completely  helpless. 
Determination  of  disability  is  made  by  a  team  of  specialists  which  usually 
includes  a  doctor,  a  medical  social  worker,  and  a  vocational  rehabilitation 
counselor.  The  team  may  also  give  advice  on  rehabilitation  possibilities 
of  the  disabled  person.  Those  who  may  attain  some  rehabilitation  or 
physical  restoration  may  be  helped  to  secure  services  directed  toward  this  end. 

In  12/58,  there  were  in  operation  48  Federal-State  programs  of  aid  for 
permanently  and  totally  disabled  people.  Most  States  require  at  least  a 
year's  residence. 

2016.  The  Federal  and  State  governments  share  in  financing  old- 
age  assistance,  aid  to  the  blind,  aid  to  dependent  children,  and  aid  to  the 
permanently  and  totally  disabled  and  in  seeing  that  these  programs  are 
properly  administered.  Within  the  general  patterns  set  by  the  Social  Se- 
curity Act  and  its  administrative  interpretations,  each  State  initiates  and 
administers  its  own  public  assistance  programs.  The  State  determines  who 
is  eligible  to  receive  assistance,  how  much  can  be  granted,  and  under  what 
conditions.  Many  States  have  other  eligibility  requirements  beyond  the 
minimum  specified  in  the  Social  Security  Act.  As  a  result,  persons  in 
similar  circumstances  may  be  eligible  in  one  State  but  not  in  another. 

2017.  To  get  Federal  funds  the  State's  program  must  be  approved 

by  the  Secretary  of  Health,  Education,  and  Welfare  as  meeting  the  require- 
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ments  of  the  Social  Security  Act.  The  Federal  share  of  State  assistance  costs 
is  based  on  each  State's  average  monthly  payment  (including  medical  costs) 
multiplied  by  the  number  of  recipients  in  each  program.  The  Social  Security 
Act  fixes  limitations  on  the  amount  of  payments  to  be  shared,  and  sets  the 
ratio  of  Federal  contributions.  The  States  may  make  higher  payments  by 
using  State  and/or  local  money. 

2018.  The  amount  of  assistance  payments  varies  widely  from  State 
to  State  for  eligible  persons  in  similar  circumstances.  Some  reasons  for  this 
are  the  level  of  living  a  State  will  support  for  its  needy  people,  State  maxi- 
mums on  payments,  and  State  appropriations. 

2019.  Assistance  must  be  in  the  form  of  cash  payments  made  directly 
to  the  needy  person  (except  for  payments  for  medical  care) .  Payments  may 
be  made  to  persons  whether  living  in  their  own  homes,  in  private  institutions, 
or  in  public  medical  institutions.  However,  patients  who  are  in  institutions 
because  of  tuberculosis  or  mental  illness  are  not  eligible  for  this  aid.  States 
which  use  Federal  funds  in  aiding  persons  in  institutions  must  designate 
one  or  more  authorities  to  be  responsible  for  establishing  and  maintaining 
standards  for  such  institutions. 

Public  assistance  payments  may  be  made  to  dependent  children  living 
at  home  with  a  parent  or  other  relative.  A  temporary  stay  in  a  hospital 
or  educational  institution  need  not  disqualify  a  child  from  receiving 
assistance. 

2020.  A  person  usually  applies  for  assistance  at  a  local  public  welfare 
OjSice.  The  Social  Security  Act  requires  the  State  to  give  an  individual 
the  opportunity  to  apply  for  assistance  under  any  one  of  the  programs  and 
to  provide  assistance  with  reasonable  promptness  to  all  eligible  persons. 
The  State,  through  its  local  public  welfare  office,  determines  eligibility  for 
aid  and  the  amount  of  the  assistance  payment  in  individual  cases. 

Further  information  about  any  of  the  public  assistance  programs 
may  be  obtained  at  the  local  public  welfare  office,  or  from  the  State  public 
welfare  department. 

2021.  Anyone  whose  claim  for  aid  is  denied  or  delayed,  or  whose 
grant  is  reduced  or  discontinued,  may  request  and  is  guaranteed  a  fair 
hearing  with  the  State  agency.  This  provision  of  the  Federal  law  safeguards 
the  individual's  right  to  appeal  from  agency  decisions  with  which  he  dis- 
agrees and  from  delays  in  acting  on  his  application  for  aid. 

2022.  General  assistance  or  general  relief  is  aid  furnished  by  States 
or  localities  to  needy  individuals  or  families  who  do  not  qualify  for  help 
under  the  Federally-aided  assistance  programs,  or  to  persons  not  getting 
enough  help  from  such  programs  to  meet  their  needs.  This  type  of  aid 
often  is  the  only  resource  for  many  temporarily  or  permanently  unemploy- 
able persons  and  persons  out  of  work  who  cannot  qualify  for  unemployment 
insurance  or  whose  benefits  under  that  program  have  been  exhausted.    This 
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help  is  in  cash  or  kind,  such  as  orders  for  groceries,  payments  to  landlords, 
etc. 

States  and  localities  provide  general  assistance  under  their  own  laws  and 
regulations  and  meet  the  whole  cost  out  of  State  or  local  funds.  The  con- 
ditions under  which  aid  is  granted  and  the  amounts  of  assistance  differ 
widely  from  place  to  place,  reflecting  the  resources  and  attitudes  of  the  State 
or  locality. 

2023.  THREE  TYPES  OF  SERVICES  FOR  CHILDREN  are  provided 
under  the  Social  Security  Act.    These  are: 

A.  Maternal  and  child  health  services; 

B.  Services  for  crippled  children ;  and 

C.  Child  welfare  services. 

Through  consultation  and  through  grants  of  Federal  funds  the  Children's 
Bureau  of  the  Social  Security  Administration  helps  the  States  extend  and 
improve  their  services  for  mothers  and  children.  These  health  and  welfare 
programs  provide  services  rather  than  money  benefits. 

2024.  A  maternal  and  child  health  service  program  is  provided  by  each 
State  but  as  yet  these  programs  do  not  extend  to  every  county.  Because 
good  maternity  and  child  care  is  less  available  in  rural  than  in  urban  areas, 
the  law  provides  that  emphasis  be  given  to  rural  areas. 

States  use  the  maternal  and  child  health  funds  for  prenatal  clinics,  child 
health  conferences,  immunization  services,  health  services  for  school  age 
children,  special  programs  for  premature  infants,  and  postgraduate  training 
in  maternal  and  child  care  for  doctors,  dentists,  nurses,  nutritionists,  medi- 
cal social  workers,  etc. 

For  further  information  about  health  services  for  mothers  and 
children,  inquiry  should  be  made  at  the  State  or  local  health  department. 

2025.  Each  State  has  a  crippled  children's  program  which  provides 
for  the  location,  diagnosis,  medical  and  surgical  treatment,  and  hospital  care 
of  children  with  various  kinds  of  crippling  conditions. 

Inquiry  concerning  care  for  crippled  children  should  be  made  at  the  State 
crippled  children's  agency,  usually  located  at  the  State  capital. 

2026.  Child  welfare  services  to  help  children  who  are  homeless, 
dependent,  or  neglected,  and  to  help  children  who  are  in  danger  of  becoming 
delinquent,  are  financed  in  part  with  Federal  funds.  These  funds  may 
be  used  for : 

A.  District,  county,  or  other  local  child  welfare  services. 

B.  Developing  State's  child  welfare  services  for  the  encouragement  and 
assistance  of  adequate  methods  of  community  child  welfare  organ- 
ization. 

C.  Paying  the  cost  of  returning  a  runaway  child  under  age  18  to  his  home 
in  another  State  and  for  maintaining  the  child  until  the  time  he  is 
returned  home  (for  a  period  not  exceeding  15  days) . 
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Each  State  public  welfare  agency  develops  its  child  welfare  plan 

jointly  with  representatives  of  the  Children's  Bureau  of  the  Social  Security 
Administration.  The  Social  Security  Act  provides  for  using  the  facilities  and 
experience  of  voluntary  agencies  in  accordance  with  child  care  programs  and 
arrangements  in  the  States  and  local  communities  as  may  be  authorized  by 
the  State. 

The  child  welfare  worker  in  the  local  public  welfare  agency  studies  the 
problems  of  the  child  who  is  referred  by  the  schools,  the  police,  the  juvenile 
court,  the  child's  family,  or  the  neighbors,  and  arranges  to  meet  the  child's 
need  through  the  cooperation  of  his  family  or  by  drawing  on  community 
resources  for  the  necessary  service  or  care. 

Inquiry  about  child  welfare  services  should  be  made  at  the  State 
or  local  public  welfare  agency. 

2027.  WORKMEN'S  COMPENSATION  LAWS  ensure  prompt  medical 
care  and  cash  benefits  to  a  worker  when  he  is  injured  in  connection  with  his 
job,  or  cash  benefits  to  his  dependents  if  he  is  killed. 

In  over  half  of  the  States,  these  laws  are  mandatory  for  all  em- 
ployers covered  by  the  law.  In  the  remaining  States,  an  employer  may 
elect  not  to  come  under  the  system,  but  in  such  cases  he  is  not  permitted  to 
use  the  defense  against  workers'  claims  that  he  would  have  had  under  com- 
mon law.  Employers  meet  the  cost  of  workmen's  compensation  by  insurance. 
Employers  usually  have  2  choices — ^to  insure  with  a  private  insurance 
company,  or  to  self -insure.  In  some  States  there  is  a  third  choice — ^that  of 
insuring  with  the  State.  In  a  few  States,  all  employers  are  required  to  insure 
with  the  State. 

No  State's  laiv  covers  all  jobs.  Some  cover  only  kinds  of  work  that  are 
considered  dangerous,  some  only  employers  who  have  more  than  a  specified 
number  of  employees.  In  addition,  most  do  not  cover  agricultural  labor 
or  domestic  service. 

The  laws  cover  injury  or  death  from  accidents  "arising  out  of  and 
in  the  course  of  employment."  Most  laws  now  also  include  some  or  all  dis- 
eases attributable  to  the  worker's  occupation.  Some  exclude  injuries  due  to 
the  employee's  intoxication,  willful  misconduct,  or  gross  negligence. 

2028.  Workmen's  compensation  payments  are  usually  based  on  the 
worker's  wages  at  the  time  of  the  injury.  Practically  all  laws  place  top 
and  bottom  limits  on  the  weekly  amounts  payable  to  a  disabled  worker  or  to 
survivors.  Most  also  limit  the  number  of  weeks  for  which  benefits  must  be 
paid  and/or  the  total  amount  paid  in  a  given  case.  Some  place  no  time  limit 
on  the  benefits  payable  to  a  worker  so  long  as  he  continues  to  be  totally  dis- 
abled. Some  provide  for  death  benefits  to  a  widow  throughout  her  life  unless 
she  remarries,  and  for  benefits  to  surviving  children  until  they  reach  a  given 
age. 

2029.  Medical  care  to  injured  employees  is  provided  for  under  all 
workmen's  compensation  laws.  About  one-third  of  the  States  limit  the 
length  of  time  during  which  medical  care  is  supplied  or  the  total  cost  or  both. 
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Practically  all  laws  provide  benefits  to  help  meet  the  burial  expenses  of 
workers  who  are  killed  on  the  job. 

2030.  THE  RAILROAD  RETIREMENT  ACT  and  the  Railroad 
Unemployment  Insurance  Act  provide  protection  for  persons  who  work 
for  railroads  and  certain  companies  closely  connected  with  the  railroad 
industry.  However,  railroad  workers  and  their  dependents  are  protected  by 
social  security  until  the  worker  has  10  years  of  coverage  under  the  Railroad 
Retirement  Act.  Railroad  wages  and  credits  are  combined  for  social  security 
purposes  should  the  worker  not  have  enough  railroad  service  to  qualify  for 
railroad  retirement  benefits. 

2031.  An  old-age  annuity  is  payable  to  a  person  at: 

A.  Age  65,  if  he  has  10  years  of  railroad  service ;  or 

B.  Age  60,  if  he  has  30  years  of  railroad  service  (this  annuity  is  reduced 
for  men  but  not  for  women) . 

C.  Age  62,  if  a  woman  worker  has  10  but  less  than  30  years  of  railroad 
service  (this  annuity  is  reduced) . 

2032.  A  disability  annuity  is  payable  to  a  person  who : 

A.  Is  disabled  for  his  regular  job  and  recently  employed  in  the  railroad 
industry  if: 

1.  He  has  20  years  of  railroad  service;  or 

2.  He  is  age  60  or  over  and  has  10  years  of  railroad  service;  or 

B.  Is  permanently  disabled  for  all  regular  work  and  has  10  years  of 
railroad  service. 

2033.  An  old-age  annuity  may  be  paid  the  wife  (or  dependent 
husband)  of  a  retired  worker  provided  the  worker  is  65  years  old,  if  the 
claimant  is : 

A.  Age  65;  or 

B.  Between  age  62  and  65  (but  the  annuity  is  reduced)  ;  or 

C.  A  wife  who  is  caring  for  a  child  who  would  be  eligible  for  a  monthly 
benefit  if  the  employee  died. 

2034.  The  amount  of  an  old-age  or  disability  annuity  depends  upon 
the  worker's  "years  of  service"  (any  12  months  in  which  the  worker  had 
any  railroad  service  make  up  a  year  of  service)  and  his  "monthly  com- 
pensation" (obtained  by  dividing  total  creditable  railroad  earnings  by  total 
months  of  service).  Not  more  than  $300  of  railroad  earnings  may  be 
counted  for  any  month  through  6/54,  and  not  more  than  $350  for  any 
month  from  7/54  through  5/59,  and  not  more  than  $400  for  any  month 
thereafter.  Compensation  for  service  before  1937  is  determined  under 
special  rules. 

If  an  employee  knows  his  monthly  compensation,  he  can  figure  his  annuity 
by  applying  the  following  formula:  3.35  percent  of  the  first  $50,  2.51  per- 
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cent  of  the  next  $100,  and  1.67  percent  of  the  remainder.  The  sum  of 
these  amoimts  is  mukiplied  by  the  employee's  years  of  service.  (Only  30 
years  may  be  used  if  the  employee  includes  service  before  1937.)  A  wife's 
annuity  is  equal  to  half  of  the  employee's  annuity,  up  to  110  percent  of  the 
wife's  benefit  that  could  be  paid  under  social  security. 

//  an  employee  recently  worked  in  the  railroad  industry,  his  an- 
nuity may  be  raised  under  a  special  minimum  provision.  Also,  if  the 
monthly  amount  payable  to  the  employee  (and  his  wife,  if  any)  is  less  than 
110  percent  of  the  amount  that  would  have  been  payable  under  social  secu- 
rity, the  benefit  will  be  increased  to  that  amount. 

If  an  employee  works  after  retirement,  his  annuity  is  suspended 
for  any  month  in  which  he  works  for  a  railroad  or  for  his  last  nonrailroad 
employer.  A  wife's  annuity  is  also  suspended  for  any  month  her  husband's 
annuity  is  suspended. 

//  a  disabled  annuitant  under  65  earns  more  than  $1,200  in  a 
year,  his  annuity  may  not  be  paid  for  some  months.  Also,  he  may  be 
required  to  show  that  he  is  still  disabled.  This  provision,  however,  does  not 
apply  to  a  disabled  annuitant  after  he  attains  age  65. 

2035.   Survivors  benefits  under  the  Railroad  Retirement  Act  include: 

A.  An  annuity  to  the  worker's  unremarried  ividow  if  she  was  living  with 
the  worker  at  the  time  of  his  death  and : 

1.  She  is  caring  for  the  worker's  child  who  is  eligible  for  an  annuity; 

or 

2.  She  is  age  60  or  over. 

B.  An  annuity  to  the  worker's  unremarried  widower  at  age  60,  if  he  was 
living  with  the  worker  at  the  time  of  her  death  and  was  dependent 
upon  her  for  at  least  one-half  his  support  at  the  time  she  died  or 
retired. 

C.  An  armuity  to  each  unmarried  and  dependent  child  who  is : 

1.  Under  age  18;  or 

2.  Totally  or  permanently  disabled  and  the  disability  started  before 
age  18. 

D.  An  annuity  to  each  parent  at  age  60,  if  the  parent  was  dependent  upon 
the  worker  for  at  least  one-half  of  his  or  her  support  at  the  time  the 
worker  died  and  has  not  married  since  the  worker's  death.  This 
annuity  is  payable  only  if  the  worker  leaves  no  widow,  widower,  or 
child  entitled  to  monthly  benefits. 

F,.  An  insurance  lump-sum  payment,  if  no  member  of  the  worker's  family 
can  immediately  qualify  for  monthly  benefits  upon  the  death  of  the 
worker.    It  is  paid  to : 

1.  The  widow  (or  widower)  living  with  the  worker  when  he  (or  she) 
died;  or 

2.  The  payer  (s)  of  the  funeral  expenses. 
F.  A  residual  lump-sum  payment  to : 

1.  The  beneficiary  designated  by  the  worker ;  or 

2.  The  widow  (or  widower)  living  with  the  worker  when  he  died;  or 

3.  The  worker's  children,  grandchildren,  parents,  brothers  and  sisters, 
or  estate. 
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The  residual  lump-sum  is  not  payable  when  the  worker  is  survived  by 
anyone  eligible  for  monthly  benefits.  (A  widow  or  parent  entitled  to  a 
monthly  benefit  before  reaching  eligibility  age  can  waive  rights  to  the  benefit 
and  make  the  residual  available  at  once.)  This  payment  guarantees  that 
the  benefits  to  the  worker  and  his  survivors  will  be  greater  thsm  his  railroad 
retirement  taxes. 

The  above  benefits,  with  the  exception  of  the  residual  payment, 
are  payable  only  to  the  survivors  of  employees  who  are  "insured"  under 
the  Railroad  Retirement  Act  at  death.  An  employee's  insured  status  gen- 
erally depends  on  the  extent  of  his  railroad  and  social  security  employment 
after  1936  and  on  whether  he  was  recently  employed  in  the  railroad  industry 
at  the  time  he  retired  or  died. 

2036.  The  amount  of  railroad  survivor  benefits  is  usually  based  on 
the  employee's  railroad  and  social  security  earnings  after  1936.  Monthly 
benefits  are  computed  under  a  railroad  survivor  formula,  or  at  110  percent 
of  the  rate  computed  under  social  security,  whichever  method  results  in  a 
higher  benefit. 

A  monthly  survivor  benefit  is  suspended  for  any  month  in  which 
the  beneficiary  works  for  a  railroad.  Also,  if  a  survivor  beneficiary  under 
age  72  earns  more  than  $1,200  in  a  taxable  year,  his  annuity  is  suspended 
for  1  or  more  months  for  each  $80  or  part  of  $80  he  earns  over  $1,200. 
The  annuity  is  not  suspended  for  any  month  in  which  the  survivor's  an- 
nuitant earns  $100  or  less. 

2037.  The  Railroad  Unemployment  Insurance  Act  provides  benefits 
to  a  qualified  railroad  worker  who  has  been  out  of  a  job  for  more  than  a 
certain  number  of  days  within  a  14-day  "registration  period,"  either  because 
he  is  unemployed  or  because  he  is  sick.  To  qualify  for  benefits  in  a  benefit 
year,  which  begins  July  1,  an  employee  must  have  earned  at  least  $500  in 
creditable  railroad  employment  in  the  preceding  calendar  year. 

In  the  first  14-day  registration  period  in  a  benefit  year  in  which  a  worker 
has  7  or  more  days  of  sickness,  he  is  paid  for  all  days  over  7.  In  all  later 
14-day  registration  periods  he  is  paid  for  all  days  over  4,  up  to  as  many  as 
130  days  in  the  benefit  year,  but  his  benefits  cannot  be  more  than  his  base- 
year  wages. 

Unemployment  benefits  are  paid  for  all  days  of  unemployment  over  4  in 
the  first  as  well  as  subsequent  registration  periods.  Employees  with  10  or 
more  years  of  railroad  service  may  receive  unemployment  benefits  for  more 
than  the  130  days  in  a  benefit  year  provided  for  employees  with  less  than  10 
years  of  service. 

Benefit  amounts  for  either  unemployment  or  sickness  range  from  $4.50 
to  $10.20  a  day. 

2038.  To  get  unemployment  benefits  a  railroad  worker  must: 

A.  Be  unemployed  and  have  no  wages,  salary,  pay  for  time  lost,  vacation 
pay,  or  other  remuneration; 

B.  Be  able  to  work; 
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C.  Be  ready  and  willing  to  work ;  and 

D.  Register  with  an  unemployment  claims  agent. 

2039.  A  railroad  worker  may  be  disqualified  for  unemployment 
benefits : 

A.  For  30  days,  if  without  good  cause  he: 

1.  Voluntarily  leaves  work. 

2.  Refuses  suitable  work. 

3.  Fails  to  comply  with  instructions  from  the  Railroad  Retirement 
Board  to  apply  for  work  or  report  to  an  employment  office. 

B.  For  75  days,  if  he  makes  a  false  or  fraudulent  statement  or  claim  to 
get  benefits. 

C.  For  any  day  for  which  he : 

1.  Receives  unemployment  benefits  under  any  other  law. 

2.  Receives  sickness  benefits  under  the  Railroad  Unemployment 
Insurance  Act  or  any  other  law. 

3.  Is  out  on  strike  under  certain  circumstances. 

4.  Is  not  working  solely  because  of  mileage  limitations  in  union  agree- 
ments, or  because  he  is  standing  by  between  regularly  assigned 
trips  or  tours  of  duty. 

2040.  To  get  sickness  benefits  a  railroad  worker  must: 

A.  Be  sick  or  injured  and  unable  to  work ;  and 

B.  Have  no  wages,  salary,  pay  for  time  lost,  vacation  pay,  or  other 
remuneration;  and 

C.  Fill  out  and  file  an  "Application  for  Sickness  Benefits"  which  can  be 
obtained  from  an  employer,  labor  organization,  or  Railroad  Retire- 
ment Board  office ;  and 

D.  Have  his  doctor  fill  out  the  "Statement  of  Sickness"  attached  to  the 
application;  and 

E.  Mail  the  completed  forms  to  the  Railroad  Retirement  Board  promptly. 

(If  he  mails  them  later  than  the  seventh  day  after  the  first  day  he 
wishes  to  claim  benefits,  he  may  lose  some  benefits.) 

Payments  under  a  worker's  own  health  or  accident  insurance  policy  or 
from  a  relief  department  of  an  employer  or  a  group  insurance  policy  do 
not  affect  the  payment  of  railroad  sickness  benefits. 

2041.  Sickness  benefits  are  not  payable  if  the  worker: 

A.  Fails  to  take  a  medical  examination  when  required  by  the  Railroad 

Retirement  Board ;  or 
E.  Receives  sickness  benefits  for  the  same  time  under  any  other  law;  or 

C.  Receives  unemployment  benefits  for  the  same  time  under  the  Railroad 
Unemployment  Insurance  Act  or  any  other  law;  or 

D.  Makes  a  false  or  fraudulent  statement  or  claim  to  get  benefits.  (In 
this  case  no  benefits  are  paid  for  75  days.) 
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2042  o  The  Railroad  Retirement  Board  has  a  variety  of  pamphlets 

available  which  give  more  detailed  information  about  the  retirement,  sur- 
vivor, unemployment,  and  sickness  benefits  payable  to  railroad  workers 
and  their  families.  For  copies  of  any  of  these  pamphlets,  write  to  any  oflSce 
of  the  Railroad  Retirement  Board,  or  to  the  Information  Service,  U.S.  Rail- 
road Retirement  Board,  844  Rush  Street,  Chicago  11,  111. 

2043.  VETERANS  OF  SERVICE  IN  THE  U.S.  ARMED  FORCES 

who  were  honorably  discharged,  or  discharged  under  conditions  other  than 
dishonorable,  are  provided  more  than  40  different  benefits  and  services  by 
the  Federal  Government.  Benefits  also  are  paid  to  a  veteran's  survivors  and, 
in  some  circumstances,  to  members  of  the  families  of  living  veterans. 

2044.  Some  of  the  benefits  administered  by  the  Veterans'  Admin- 
istration are: 

A.  Compensation  for  service-connected  disabilities; 

B.  Pension  for  non-service-connected  disabilities  for  veterans  of  the  World 
Wars  and  the  Korean  conflict  period  (there  is  a  special  service  pension 
for  Spanish-American  War  veterans) ; 

C.  Compensation  to  survivors  of  servicemen  who  died  in  service  or  from 
a  service-connected  cause; 

D.  Pensions  for  survivors  of  veterans  who  served  during  the  Spanish- 
American  War,  the  World  Wars,  or  the  Korean  conflict  and  died 
from  a  non-service-connected  cause ; 

E.  Benefits  payable  under  U.S.  Government  Life  Insurance  and  National 
Service  Life  Insurance ; 

F.  Payment  toward  veterans'  burial  expenses,  plus  American  flag  to  drape 
casket;  and 

G.  Medical  service,  such  as  domiciliary  care,  hospitalization,  examina- 
tions, outpatient  medical  and  dental  treatment,  and  prosthetic  appli- 
ances. 

Many  other  services  and  benefits  in  addition  to  those  listed  above  are 
administered  by  the  Veterans'  Administration. 

2045.  Two  types  of  survivors  monthly  benefits  administered  by 
the  Veterans'  Administration  are  affected  by  the  Social  Security  Act: 

A.  Supplemental  payments  to  a  widow  of  a  veteran  who  died  in 
service  or  from  a  service-connected  cause  and  who  was  survived  by  a 
widow  and  two  or  more  children.  The  amount  of  the  monthly  pay- 
ment is  $25  for  each  child  in  excess  of  one.  However,  the  total  sup- 
plemental payment  cannot  exceed  $128  minus  the  total  of: 

1.  Survivors  benefits  payable  under  the  Social  Security  Act;  plus 

2.  Survivors  benefits  payable  under  the  Railroad  Retirement  Act;  plus 

3.  "Special  Payments"  payable  to  survivors  of  veterans  who  died 
after  1956.     ("Special  Payments"  are  described  in  "B"  below.) 

B.  Special  payments  are  made  by  the  Veterans'  Administration  to  a 
widow,  widower,  former  wife  divorced,  parent,  or  child  of  the  deceased 
veteran  if  all  of  the  following  conditions  are  met : 
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1.  The  veteran  died  after  1956: 

a.  While  in  the  service;  or 

b.  As  a  result  of  service  performed  after  9/15/40;  and 

2.  The  veteran  was  not  insured  under  the  Social  Security  Act;  and 

3.  Survivors  could  be  entitled  to  monthly  social  security  benefits  if 
the  veteran  had  been  insured  under  the  Social  Security  Act;  and 

4.  The  survivor  is  not  disqualified  from  receiving  social  security  bene- 
fits because  the  Railroad  Retirement  Board  has  jurisdiction  of  the 
survivor's  claim. 

The  term  "service"  as  used  in  (B)  above  means  active  duty,  active  duty  for 
training,  or  inactive  duty  for  training. 

2046.  Veterans'  benefits  administered  by  agencies  other  than  the 
Veterans'  Administration  include: 

A.  Retired  pay  for  disability  incurred  in  active  service  and  retired  pay  for 
age  and  longevity  of  service — administered  by  the  service  departments 
(Army,  Navy,  etc.). 

B.  Social  security  wage  credits  for  service  during  the  World  War  11  and 
post- World  War  II  periods — administered  by  the  Bureau  of  Old-Age 
and  Survivors  Insurance  (replaced  beginning  1/57,  by  contributory 
coverage  for  members  of  the  Armed  Forces) .  §§  856-862  give  infor- 
mation on  granting  wage  credits. 

C.  Farm  Loan  Benefits — administered  by  the  Farmers'  Home  Administra- 
tion of  the  Department  of  Agriculture. 

D.  Burial  space  and  memorial  plots  in  national  cemeteries — administered 
by  U.S.  Army  Quartermaster  Corps  and  National  Park  Service  of 
Department  of  the  Interior  (headstones  or  grave  markers  also  are  avail- 
able through  the  Quartermaster  Corps) . 

E.  Assistance  in  obtaining  home  loans  and  preference  in  housing  purchase 
or  rental — administered  by  U.S.  Housing  and  Home  Finance  Agency. 

F.  Re-employment  rights,  preference  in  job-finding  assistance,  unemploy- 
ment compensation.  Federal  civil  service  preference — administered  by 
U.S.  Department  of  Labor,  State  employment  offices,  and  U.S.  Civil 
Service  Commission. 

2047.  A  summary  of  the  Federal  benefits  available  to  veterans  and 
their  dependents  has  been  published  in  a  "Veterans'  Administration  Fact 
Sheet,  IS-1."  The  booklet  may  be  obtained  from  the  Superintendent  of 
Documents,  U.S.  Government  Printing  Office,  Washington,  D.C.,  for  15  cents. 

2048.  THE  FEDERAL  GOVERNMENT,  STATES,  AND  MANY 
LOCALITIES  HAVE  RETIREMENT  SYSTEMS  that  cover  some  or  all 
of  their  employees.  Most  of  these  systems  make  payments  to  a  qualified 
employee  who  is  disabled  or  retires  because  of  old  age.  Some  also  provide 
annuities  for  survivors  of  the  employee. 

2049.  Most  civilians  who  work  for  the  Federal  Government  are 

covered  by  the  Civil  Service  Retirement  Act  and  the  Federal  Employees' 
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Group  Life  Insurance  Act.  For  retirement  purposes,  other  Federal  laws 
cover  some  special  groups,  such  as  foreign  service  officers.  Federal  em- 
ployment not  covered  under  other  retirement  systems  generally  is  included 
under  the  Social  Security  Act. 

The  Civil  Service  Retirement  Act  provides  annuities  to  qualified  em- 
ployees who  retire  because  of  age  or  disability,  to  the  widows  and  minor 
children  of  employees  who  die,  and,  in  certain  circumstances,  to  the  sur- 
vivors of  annuitants.  Old-age  annuities  are  also  payable  at  retirement  age 
to  persons  who  have  been  in  Government  service  but  have  left  it  before  retire- 
ment age,  if  they  have  not  withdrawn  their  contributions.  The  amount  of 
payments  depends  on  the  employee's  earnings  and  length  of  service.  Gen- 
erally, a  minimum  of  5  years'  civilian  service  is  required  for  entitlement  to 
annuity  benefits.  The  Act  is  administered  by  the  Retirement  Division,  U.S. 
Civil  Service  Commission,  Washington  25,  D.C. 

The  Federal  Employees'  Group  Life  Insurance  Act  provides  in- 
surance benefits  for  survivors  of  deceased  Federal  employees  who  have  not 
waived  coverage  under  the  Act.  Generally,  life  insurance  coverage  stops 
31  days  after  separation  from  Federal  service,  but  insured  employees  may 
retain  coverage  if  they  retire  on  an  immediate  annuity  either  for  disability 
or  after  at  least  15  years  of  creditable  service.  Claims  are  handled  by  the 
Office  of  Federal  Employees'  Group  Life  Insurance,  330  Fourth  Avenue, 
New  York  10,  N.Y. 

2050.  Retirement  systems  administered  by  States  or  local  sub- 
divisions are  in  effect  for  almost  three-fourths  of  the  persons  employed  by 
these  governments.  Under  practically  all  these  systems,  the  employee  con- 
tributes to  the  plan.  Most  of  the  systems  provide  for  retirement  because 
of  disability  as  well  as  for  age.  Conditions  for  receiving  benefits  and 
amounts  of  benefits  vary  widely.  Usually  an  employee  must  have  had  a 
considerable  period  of  service  to  qualify  or  to  receive  a  substantial  annuity. 
Also,  a  person  who  leaves  his  job  before  retirement  age  usually  has  his  con- 
tributions returned  and  does  not  qualify  for  an  annuity. 

Except  for  special  systems  for  policemen  and  firemen,  most  of  these 
programs  make  only  limited  provision  for  the  survivors  of  an  employee  who 
dies.  Generally  it  consists  of  a  refund  of  contributions  or  continuing  pay- 
ments to  the  survivors  of  an  annuitant  who  has  chosen  to  take  a  reduced 
payment  for  himself  for  as  long  as  he  lives. 

The  Social  Security  Act  permits  a  State  to  enter  into  a  voluntary  agree- 
ment with  the  Federal  Government  to  accept  Federal  old-age  and  survivors 
insurance  coverage  for  any  one  or  more  "coverage  groups"  of  employees  of 
the  State  or  its  political  subdivisions.  Information  on  coverage  of  State 
employees  is  given  in  chapter  9. 
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Accounting  Operations,   Division  of,   128- 

129 
Accnied  and  accumulated  benefits,  1800- 

1803 
Active  duty  (military),  defined,  853 

active  duty  for  training,  854 
Actuarial    reduction.     {See    Reduction    of 

women's  benefits.) 
Additional   deductions.     {See   Penalty   de- 
ductions.) 
Address,  change  of,  reporting,   124 
Adjustment  of  benefits  to  recover  overpay- 
ment, 1807-1809 
Administrative  finality,  1902 
Administrators,  trade  or  business,  1015 
Adopted  child,  defined,  339 
Adoption  of  child: 

annulled,  benefits  reinstated,  1745 
contract  to  adopt  (equitable  adoptiozi) , 

340 
proof  of  adoption,  1608 
right  of  child  to  inherit,  340 
terminates  benefits,  when,  350C,  420C 
Adult  beneficiary,  defined,  1502 
Advance  payment  of  wages,  1220 
Adverse  claimant's  benefits  withheld,  1808 
Advice   and   consultation   by   iana   owner, 

1128 
"Against    equity    and    good    conscience," 

1819-1820 
Age,  proof  of: 

acceptable  proofs,  listed,  1606 
when  required,  1605 
Age  65  recomputation  of  woman's  reduced 

benefit,  647 
Age  65,  wages  paid  employees  over,  1219 
Age  72,  earnings  after,  1701,  1707 
Agent-drivers,  status  as  employees,  726 

specific  requirements,  725  ^' 

Agreement,  farm  rental,  1122 
Agreement   for   coverage   of   foreign    sub- 
sidiary of  domestic  corporation,  867 


Agreement   for   State   and   local   coverage. 

{See  Federal-State  agreement.) 
Agricultural  commodities,  list,  805 
Agricultural    enterprise.     {See    Farm    in- 
come.) 
Agricultural  labor: 

cash  pay  test,  801-802 
cotton  ginning,  811 

crude  gum,  turpentine,  rosin,  etc.,  pro- 
duction, 810 
cultivating,  raising,  harvesting,  806 
domestic  service  on  farm,  814,  816 
farm,  defined,  803 
foreign  workers,  815 
hurricane,  clearing  debris,  809 
migrant  workers,  identity  of  employer, 

731 
nonbusiness  work  on  farm,  814,  825 
operation,    management,    conservation, 

improvement,  etc.,  of  a  farm,  809 
processing,   packaging,   transportation, 

etc.,  of  commodities,  813 
quarters  of  coverage  based  on,  203 
selling  farm  products,  809 
20-day  work  test,  801A 
types  of  farm  work  covered  as,  804 
waterways,    irrigation    facilities,    etc., 
operation,  812 
Aid  to  blind,  2014 
Aid  to  dependent  children,  2013 
Aid   to   permanently   and  totally  disabled, 

2015 
Alien     deported.       {See     Deportation     of 

worker.) 
Alien  nonpayment  provisions,  1734 

absence  from  U.S.  less  than  6  months, 

1735 
lump-sum  death  payments,  1736 
AUied  armed  forces,  service  in,  859 
American  citizenship,  evidence  of,  1620 
American  employer,  defined,  864 
American  vessel  or  aircraft,  defined,  863 
Annual  earnings  test : 
chart,  1701 

dependents'  benefits,  1704 
earnings  after  age  72,   1701,   1707 
earnings  before  applying  for  benefits, 
1707 
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Annual  earnings  test — Continued 

earnings  counted  for  test,   1706,  1711 
earnings  less  than  $1,200,  1703 
earnings  not  counted  for  test,  1708 
earnings  over  $1,200,  charging,  1704 
fiscal  and  short  taxable  years,  1702 
general  discussion,  1701 
identity  of  person  to  whom  earnings 

belong,  1711 
ignorance  of,   as   reason   for  overpay- 
ment, 1817 
months  of  low  or  no  earnings,  1705 
self-employed  beneficiaries,   1710-1711 
substantial  services,  1710 
when  "earned"   and  when  "paid," 
1709 
Annual  report  of  earnings: 
deadline  for  filing,  1713 
failure  to  file  or  late  filing,  1715 

effect  on  dependents'  benefits,  1717 
excused  for  good  cause,  1728 
loss  of  benefits,  1712 
penalty  for,  1716 
information  asked  for,  1714 
reports  in  addition  to,  1718 
requirement,  general,  1712 
Annuities  for  railroad  service,  2031-2034 
Annuity  plan  payments,   1217 
Appeals  Council.     {See  Office  of  Hearings 

and    Appeals.) 
Appeals   procedure,   1903.     {See  also    Re- 
consideration;  Hearing;   Review  of  rec- 
ord.) 
Application  for  benefits: 

assistance  in  completing,   1412 
back    (retroactive)    benefits,   1413 

right  to  waive  back  benefits,  1414 
delay  in  filing,  1404,  1413 
disability,  effect  of  filing  date,  501 
filing  in  advance,  1402 

when  to  contact  district  office,  1403 
filling  out  forms,  1411 
general  discussion,  1400 
lump-sum  death  payment,  435,  1417 
2-year     filing    limit.     {See    Two- 
year  filing  period,  etc.) 
more  than  one  benefit,  1410 
postmark  as  filing  date,  1407 
Railroad  Retirement  Board,  filed  with, 

1406 
requirements  to  be  valid,   1408 
scope  of  application,  1410 
signature  by  mark,  1411 
Veterans  Administration,  filed  with, 

1406 
when  considered  filed,  1407 
where  to  submit,  109,  1405 
who  must  execute,  1401 
withdrawal  of  claim,  1415-1416 


Application  for  benefits — Continued 

women  age  62-64, 1410, 1414 

written  statement  as  application,  1409 
Application    for    social    security    account 
number,  SS-5, 107, 1304 

photocopy  furnished,  131 
Appointment   as   fiduciary,   guardian,   etc., 

evidence,  1513 
Armed  forces.     (5ee  Military  service.) 
Assistance  programs.     {See  Public  assist- 
ance programs.) 
Attachment  or  levy,  benefits  exempt,   126 
Attorney : 

fee  for  representing  claimant,  1915 

representation  at  hearing,  1909 

right  of  claimant  to  be  represented  by, 
1914 
Average  monthly  earnings   (AME)  : 

closing  dates  for  computing,  610,  612 

divisor  months,  619 

drop-out  years,  616-617 

earnings  counted  in  computing,  613- 
614 

maximum,  620 

principal  discussion,  609 

rounding,  609 

self-employment  income,  allocating, 
615 

starting  dates  for  computing,  610-611 

steps  in  figuring,  609 


B 


Back  pay,  status  as  wages,  1223 

Bank,    power    of    attorney    over    benefit 

checks,  127 
Beneficiary : 

dies    before    cashing    benefit    checks, 

1802-1803 
works.     {See   Deductions  from   bene- 
fits.) 
Beneficiary  of  trust,  trade  or  business,  1016 
Benefit  programs,  general,  2000 
Benefits  {see  also  specific  benefit)  : 

actuarial   reduction.     {See    Reduction 

of  women's  benefits.) 
based  on  earnings,  1300 
capability     of     handling,     1502-1503. 
{See  also  Incompetent  adult  bene- 
ficiary.) 
checks.     (See  Checks  for  benefits.) 
deduction  for  work.     {See  Deduction 

from  benefits.) 
disability  benefits,  kinds  of,  500 
end.     (5ee  Termination  of  benefits.) 
exempt    from    attachment,    levy,    etc., 

126 
figuring.     (See  Computation  of  bene- 
fits.) 
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Benefits  (see  also  specific  benefit) — Con. 
forfeiture   for   treason.     {See   Subver- 
sive activities  conviction.) 
kinds  of,  discussion,  102 
maximum,  652-654.     (See  also  Maxi- 
mum benefits.) 
minimum,  624 

more  than  one  at  same  time,  655-656 
nonpayment,  general,  1700 
overpayment.     {See  Overpayment  of 

benefits.) 
paid  direct  to  adult  beneficiary,  when, 

1502 
paid  direct  to  child  beneficiary,  when, 

1503 
paid  to  person  other  than  beneficiary. 

(See  Representative  payee.) 
proper    use    by    representative    payee, 

1505 
refiguring.     (See     Recomputation     of 

benefits.) 
reinstatement.     (See  Reinstatement  of 

benefits.) 
tables,  629-630 

how  to  use  table,  626 
reduction  of  women's  benefits,  638 
underpayments,  1800-1803 
withheld   to   recover  overpayment, 
1807-1809 
Birth  date,  proof  of,  1605-1606 
Blind  persons,  aid  to,  2014 
Blindness,  defined  and  discussed,  504 
Body  not  recovered,  proof  of  death,   1614 
Bonds,   interest   on,    1105.     (See   also   Se- 
curities.) 
Bonuses  and  vrage  dividends,  1222 
Booklets.     (See  Pamphlets.) 
Bureau   of   Old-Age   and   Survivors   Insur- 
ance, 105 
Burial    expenses.     (See    Lump-sum    death 

pajTnent. ) 
Business   expenses   deducted   from  wages, 

1235 
Business  expenses  in  computing  net  earn- 
ings from  self-employment,  1104 


Capital  gains  or  losses,  1110 

Capital    interest,    in    partnership,    defined, 

1011 
Cash-pay  test,  1203 

agricultural  labor,  801-802 
domestic  service,  816 
homeworkers   (home  craftsmen),  729 
nonbusiness  work,  825 
Certificate  of  election  to  receive  reduced 

wife's  benefits,  651 
Change  in  Bureau  position,  overpayment, 
1823 


Change  of  address,  reporting,  124 
Chaplains,  coverage,  1032 
Charts.     (See  Tables  and  charts.) 
Checks  for  benefits: 

cashed  by  person  not  entitled,  123 
combined  for  children,  121 
combined  for  husband  and  wife,  120 
endorsement  by  mark,  125 
lost  or  stolen,  124 
mailing,  119 
not  received,  124 
power  of  attorney,  127 
return  of,  122 

uncashed  due  to  payee's  death,  1802- 
1803 
Child: 

adoption.     (See  Adoption  of  child.) 
defined,  336 

disabled.     (See  Disabled  chUd.) 
minor  child,  defined,  1503 
payment  of  benefits  direct  to,  1503 
pajTuent  to  person  on  behalf  of  child. 

(See  Representative  payee.) 
support     of.       (See     Dependency    of 
child.) 
Child  "in  her  care" : 

disabled  child,  314, 1725 

personal  services,  316 
evidence  to  show,  1617 
failure   to   have,   deductions,    1726 
general  discussion,  314,  1724 
no  longer,  wife  age  62-64,  651 
parental  control  and  responsibility,  315 
personal  services,  316 
separation  of  mother  and  child,  317 
child  away  at  school,  320 
mother's   employment  causes,  319 
temporary  separation,  318 
wife's  insurance  benefits,  321-322 
Child  of  deceased  worker,  defined,  417 
Childhood    disability    benefits,    500,    503. 
(See  also  specific  factor  under  Child's 
insurance  benefits.) 
Children,  services  for: 

aid  to  dependent  children,  2013 
crippled  children,  2025 
maternal  and  child  health  service,  2024 
types  of  services,  2023 
welfare  services,  2026 
Child's  insurance  benefits: 
definition  of  "child,"  336 
definition  of  child  of  deceased  worker, 

417 
dependency   of  child,  342-347.     (See 

also  Dependency  of  child.) 
entitled  on  more  than  one  worker's  ac- 
count, 657-659 
events  causing  termination,  350,  420 
legitimacy  of  child,  337-338,  345 
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Child's  insurance  benefits — Continued 
rate  or  amount  of,  348,  418 
requirements  (worker  deceased) ,  416 
requirements  (worker  living) ,  335 
when  not  payable  (worker  deceased), 

419 
when  not  payable  (worker  living) ,  349 
Christian  Science  practitioners,  1028 
Citizenship,  U.S.,  evidence,  1620 
Civil  Service  retirement,  benefits  described, 

2049 
Civil  suit  by  U.S.  to  recover  overpayment, 

1812-1813 
Claims  for  benefits    (see  also  Application 
for  benefits)  : 

dissatisfied  claimant's  remedies,  1903 
Clergymen.     {See  Ministers.) 
Closing  dates    (benefit  computation),  610, 

612 
Coast  and  Geodetic  Survey,  military  wage 

credits,  860 
College  club,  domestic  service  by  student 

for,  82(X-821 
College  or  university,  student  employed  by, 

822 
Combined  checks,  120-121 
Commission  drivers,   status   as   employees, 
726 

specific  requirements,  725 
Commissions,  1208 
Commissions    on   life   insurance   renewals, 

wages,  1209 
Common-law  test: 

agricultural  crew  leader  and  migrant 

workers,  731 
continuing  relationship,  710 
dismissal,  right  of,  723 
employee  must  submit  reports,  715 
employee's  business  and  travel  expenses 

paid,  717 
employer  furnishes  tools,  etc.,  718 
factors  showing  control,   704 
general  discussion,  703 
hiring  and  supervision  factor,  709 
instructions,  right  of  employer  to  give, 

705 
integration  of  services  into  employer's 

business,  707 
investment  in  the  business,  719 
limit  on  outside  work,  712 
order  or  sequence  of  services,  714 
payment   by  hour,  week,  etc.,  716 
personal   rendition   of  services,    708 
profit  or  loss  realization,  test,  720 
right  of  employee  to  quit,  724 
services  available  to  public,  722 
training  factor,  706 
work  done  on  employer's  premises,  713 


Common-law  test — Continued 

work  for  several  firms  at  same  time, 

721 
working  hours,  711 
Common-law  marriage,  311 
evidence  to  prove,  1611 
Communist  front  organization,  employment 

for,  849 
Community  property  states,  partnership  of 

husband  and  wife,  827,  1013 
Computation   of   benefits: 

AME.     (See    Average    monthly    earn- 
ings.) 
amendments  of  1939,  601 
amendments  of  1946,  changes,  602 
amendments  of  1950,  changes,  603 
amendments  of  1952,  changes,  604 
amendments  of  1954,  changes,  605 
amendments  of  1956,  changes,  606 
amendments  of  1958,  changes,  607 
changes  through   the  years,  summary, 

600 
closing  dates,  610,  612 
disability  period  excluded,  618 
divisor  months,  619 

drop-out  years,  616.     (5ee  also  Drop- 
out years.) 
eeimings  that  can  be  counted,  613 
maximum  earnings  in  a  year,  614 
self-employment  income,  615 
entitlement  after  8/54  and  before  1/59, 

631-634 
fiscal  year  self-employment  income,  615 
formulas.     (See  Formulas.) 
increment  years.     (See  Increment 

years.) 
maximum  benefits,  652-654.     (See  also 

Maximum  benefits.) 
maximum  earnings  that  can  be  counted, 

614 
months  after  1958, 622-625 
PIA.     (See  Primary  insurance 

amount.) 
FIB.     (See    Primary  insurance  bene- 
fit.) 
reduction  of  women's  benefits.     (See 

Reduction  of  women's  benefits.) 
refiguring.       (See    Recomputation    of 

benefits.) 
starting  dates,  610-611 
tables  of  benefits,  629-630 

how  to  use  table,  626 
years  of  at  least  $200  earnings.     (See 
Increment  years.) 
Confidentialness  of  information,   130    (see 
also  Disclosure  of  official  information)  : 
evidence     submitted    in     support     of 
claims,  1602 
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Conflicts  about  coverage  or  wages,  1323 
Conservation  reserve  payments  to  farmers, 

1135 
Contributions     paid     under    Federal-State 

agreement,  917,  1309 
Contributions  to  support,  326.     (See  also 

Support,  one-half.) 
Control    exercised   by  employer  over  em- 
ployee,   703-704.      (See    also    Common- 
law  test.) 
Conviction  of  treason  and  similar  crimes, 

1737-1741 
Corporation : 

association  classifiable  as,  702,  1012 
defined,  702 

family  employment,  828 
foreign   subsidiary,   coverage,   865-867 
officers   and   directors,    status   as   em- 
ployees, 701 
Cotton  ginning,  811 
Court  order: 

beneficiary  adjudged  incompetent,  1512 
Court  reporters,  coverage,  1026 
Coverage  (see  also  specific  occupation)  : 
agreement,    by    foreign    subsidiary   of 

domestic  corporation,  867 
agreement,  State  and  local.     (See  Fed- 
eral-State agreement.) 
agricultural  labor,  801-815.     (See  also 

Agricultural  labor.) 
domestic  service.     (See  Domestic  serv- 
ice.) 
family  employment,  827-828 
general  discussion,  104,  800 
included-excluded  rule,  869-870 
occupations  not  covered,  list,  104 
self-employed      persons.     (See      Self- 
employment  coverage.) 
State  and  local  employees.     (See  State 
and  local  government  employment.) 
work  not  in  course  of  employer's  busi- 
ness.    (See  Nonbusiness  work.) 
Crew  leader,  agricultural: 

migrant  workers,  when  employees  of, 

731 
records  farm  operators  must  keep,  1312 
Criminal  offenses  and  penalties  for  fraud, 

142-146,    1603 
Criminal  penalties: 

benefits    forfeited    for    treason,    etc., 

1737-1741 
false  statements  to  obtain  benefits,  1603 
Crippled  children's  program,  2025 
Crude  gum  and  turpentine  production,  810 
Current    year    recomputation    of    benefits, 

643-644 
Currently  insured  status,  210 


D 

Death: 

body  not  recovered,  1614 
murder  of  worker,  400, 1616 
presumed  after  7-year  absence,  1615 
proof  of,  1614 
Deductions    from    benefits    (see    also    An- 
nual earnings  test) : 

additional   deductions.      (See   Penalty 

deductions.) 
chart  showing  how  imposed,  1701 
dependents'  benefits,  1704 
disability  beneficiaries,  1701 
failure  to  have  child  in  her  care,  1724- 

1726 
foreign  work,  7-day  test,  1719-1723 
failure  to  report,  1723 
noncovered  remunerative  activity, 

1721 
report  required,  1722 
report  of   work   activity,   1718.      (See 

also  Annual  report  of  earnings.) 
self-employment,    substantial    services, 
1710-1711 
Deemed  insured  status,  veteran,  862 
"Defeat   the   purpose  of  the   OASDI  pro- 
gram," 1818 
Dependency  of  child: 

general  discussion,  342 
illegitimate  child's  dependency,  345 
on  father  or  adopting  father,  343 
on  mother  or  adopting  mother,  345 
on  stepfather,  344 
on  stepmother,  346 

time  at  which  child  must  be  dependent, 
347 
Dependent    children,    aid    to     (State    pro- 
grams) ,  2013 
Deportation  of  worker,  1730 

dependents  or  survivors  of  worker,  1731 
lump-sum  death  payment,  1732 
Determination    of    disability.       (See    Dis- 
ability.) 
Determinations  (initial)  re  benefits,  1901 

finality  of,  1902 
Disability: 

blindness  defined,  504 
burden  of  establishing,  504,  510 
defined  and  discussed,  504 
determination  of: 

by  another  agency,  not  controlling, 

512 
by  State  agencies,  511 
disclosure  of  information,  135 
factors  used  as  basis,  505,  513 
evidence  required,  510 
"likely  to  result  in  death,"  508 
long-continued  and  indefinite,  507 
medical  guides  for  evaluation,  514 
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Disability — Continued 

medically     determinable     impairment, 

506 
pamphlet  explaining,  514 
period  of,  213 

beginning  date,  501 
excluded  in  figuring  benefit,  618 
when  not  excluded,  214 
remediable  conditions,  509 
responsibility  for  determining,  511 
types  of  benefits,  500 
Disability  freeze: 

application  filing  date,  effect,  501 
"drop-out"  in  figuring  benefit,  617 
insured  status  requirement,  211-212 
recalculation  of  benefits  to  include,  648 
Disability  insurance  benefits: 

also  entitled  to  another  higher  benefit, 

656 
dependents  of  disabled  worker,  500 
events  causing  termination,  307 
general  discussion,  304 
insured  status  requirement,  211-212 
rate  or  amount  of,  305 
requirements,  304 
retroactive   (back)    payments,  502 
waiting  period,  6  months,  304,  502 
when  not  payable,  306 
Disability  or  sick  pay,  1212-1213 
Disabled  child: 

benefits  paid  direct  to,  when,  1502 
childhood  disability  benefits,  500,  503. 
{See     also     specific     factor     under 
Child's  insurance  benefits.) 
in  her  care,  314,  1725 

"personal  services,"  316 
marriage,  effect  on  benefits,  420 
selection  of  representative  payee,  pref- 
erence order,  1509 
Disabled  persons,  aid  to  (State  programs), 

2015 
Disclosure  of  ofiScial  information : 

amnesic,   insane,   or   deceased  person, 

140 
deceased  person's  representative,  141 
disability  determination,  135 
earnings  information  to  worker,  131 
employer,  137-138 
Federal  agencies,  133 
Federal  law  enforcement,  132 
labor  union,  138 
medical  information,  131,  139 
photocopy  of  application  for  account 

number,  131 
private  welfare  or  retirement  plan,  138 
restriction  on,  130,  1602 
State  agencies,  134 
State  and  local  coverage,  136 
Dishonorable  discharge  (military),  858 


Dismissal  pay,  status  as  wages,  1224 

District  office,  duties  of,  106, 111-115 

Dividends   or  interest,   as  earnings,   1105- 
1109 

Divisor  months  for  computation,  619 

Divorce,  312 

Divorced  wife.      (See  Mother's  insurance 
benefits.) 

Doctors  of  medicine,  coverage,  824,  1027 

Documentary  evidence,  1603-1604 

Domestic  service: 

cash-pay  and  work  tests,  816 
coverage,  general,  816 
definition  and  list  of  services,  817 
on  farm  operated  for  profit,  814,  816 
private  home,  defined,  818 
reporting  wages  of  employees,  1307 
rounding  wages  to  nearest  dollar,  819 
student  for  local  college  club,  820 

Drivers  on  commission  or  agents,  726 
specific  requirements,  725 

Drop-out  recomputation   of  benefits,  645- 
646 

Drop-out  years,  616 

disability  period  involved,  617 
1954  amendments,  605 
when  applicable,  617 
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Earnings    (see    also    Wages;    Self -employ- 
ment income)  : 

basis  for  benefits,  1300 

included  in  benefit  computation,   613 

maximum.     (See  Maximum  earnings  in 

year.) 
reports  filed  by  employer,  1304.     (5ee 

also  Tax  returns.) 
statement,  requesting,  108,  1320 
detailed  information,  1320 
right  of  person  to  request,  1319 
Earnings  record: 

correcting,  method,  1321-1322 
information  shown,  1303 
kept  in  Baltimore,  128-129 
notice  of  change  in,  1328 
purpose  of,  1300 

time  limit  to  correct,  1324^1325 
worker's    right   to    request    statement, 
1319 
Election  to  receive  reduced  wife's  benefits, 

certificate,  651 
Employees: 

account  number,  obtaining,   107,   1304 
agent  or  commission  drivers,  726 

specific  requirements,  725 
classes  of  workers  who  are,  700 
control  exercised  over,  703-704.     (See 
also  Common  law  test.) 
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Employees — Continued 

corporation  officers  and  directors,  701 

court  reporters,  1026 

disagree  with   employer   about  wages 

or  coverage,  1323 
general  discussion,  700 
homeworkers    (home   craftsmen),   729 

specific  requirements,  725 
household.     {See  Domestic  service.) 
independent     contractor,     differences. 

{See  Independent  Contractor.) 
life  insurance  salesmen,  fidl  time,  727 

specific  requirements,  725 
migrant  farm  workers,  731 
newspaper  vendors,  1024 
partners,  status  as,  702 
public  officials,  1025 
State  and  local  governments,  906 
status    under    social    security,      {See 

Coverage.) 
training,  factor  of  control,  706 
traveling  or  city  salesmen,  fuU  time, 
728 
specific  requirements,  725 
withholding  tax  statement,  W-2,  1310 
workers  in  4  occupational  groups,  726- 
729 

specific  requirements,  725 
Employer: 

conflict  about  wages  or  coverage,  1323 

deducting  social  security  tax,  1306 

disclosure  of  information  to,  137-138 

duties  of,  1304,  1310-1311 

identification  of,  1304 

identity  of,  730 

reporting  employees'  wages,  1307.    {See 

also  Tax  returns.) 
retirement  or  medical  plans   for  em- 
ployees.     (5ee  Welfare,  retirement 
or  medical  plan.) 
social  security  tax  guides,  1312 
Employment : 

evidence.      (See  Wages:   evidence.) 
family,  827-828 
Equitable  adoption  (of  chUd) ,  340 
Equitable    entitlement,     439.      {See    also 

Lump-sum  death  payment.) 
"Equity    and    good    conscience,"    against, 

1819-1820 
Estate: 

administrators,  1015 
disclosure  of   data  pertaining  to   de- 
ceased, 141 
liability  where  deceased  was  overpaid, 

1811 
trade  or  business  operated  by,  1017 
waiver  of  overpayment  recovery,  1821 


Evidence  {see  also  specific  factor  or  bene- 
fit): 

adoption  of  child,  1608 
age  (of  a  person) ,  1605-1606 
chart  showing  requirements,  1600 
child  "in  her  care,"  1617 
citizenship,  U.S.,  1620 
death,  1614 

disability,  furnished  by  applicant,  510 
documentary  or  written,  1603 
evaluation  factors,  1604 
marriage,  common-law,  1611 
marriage,  general,  1610-1611 
marriage,  termination  of,  1612-1613 
parent-child  relationship,  1607 
partnership,  existence  of,  1010 
payment  of  burial  expenses,  1619 
requirements,  general,   110,   1600-1601 
self-employment  income,  1629-1631 
step-relationship,  1609 
support  of  claimant,  1618 
wage    amounts    paid.      (See    Wages: 
evidence.) 

F 

False  statement  to  obtain  benefits,   1603. 

{See  also  Fraud.) 
Family  employment,  827-828 
Family  maximum  benefits.    (See  Maximum 

benefits.) 
Family  partnership,  1009.     {See  also  Part- 
nerships.) 
Family  relationship.     (See  Relationship  be- 
tween persons.) 
Farm,  defined,  803 
Farm     employment.        (See     Agricultural 

labor.) 
Farm  income: 

changing  method  of  figuring,  1144 

grazing  income,  1133 

landlord's  share  of  crop,  1138 

net    earnings    from    self-employment, 

1136 
nonfarm  earnings  or  losses,  1141 
optional  method,  1136 

all  farm  income  included,  1140 
gross  income,  1137 
table  summarizing,  1142 
years     ending     before     12/31/56, 
1143 
rental  income  (see  also  Material  par- 
ticipation) : 

general  discussion,  1121 
grazing  income,  1133 
sale  of  products  grown  in  prior  years, 

1134 
Soil  Bank  payments,  1135 
timber,  sede  of,  1139 
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Farm  operated  for  profit: 

domestic  service  on,  814,  816 
nonbusiness  work  on,  814,  825 
Farm  partnerships,  1022 
Farm  rental  arrangement,  1122 
"Fault"  in  benefit  overpayment,  1815-1817 
Federal  Disability  Insurance  Trust  Fund, 

103 
Federal  employment,  850 
Federal  Old-Age  and  Survivors  Insurance 

Trust  Fund,  103 
Federal  retirement  and  insurance  benefits, 

described,  2049 
Federal  retirement  systems,  listed,  850 
Federal-State  agreement: 

effective  dates  of  coverage,  913 
general  discussion,  900 
termination : 

by  Secretary  of  Health,  Education, 

and  Welfare,  915 
by  State,  914 
finality  of,  916 
Fee  for  representing  claimant,  1915 
Felonious  homicide  of  worker,  400,  1616 
Fiduciaries,  trade  or  business,  1015 
Fiduciary,    guardian,    executor,    etc.,    evi- 
dence of  appointment,  1513 
Finality  of  determinations,  1902 
Firemen  and  police  (State  and  local) ,  903, 

910 
Fiscal  year  self-employment  income,  615 
Fishermen  and  crabbers,  coverage,  845 
Foreign   (allied)    military  service,  859 
Foreign  farm  workers,  coverage,  815 
Foreign  government,  employment  for,  846 

instrumentality  of,  847 
Foreign  subsidiary  of  domestic  corporation, 

865-867 
Foreign  work,  7-day  test,  1719-1723 
Form: 

941,  Employer's  Quarterly  Federal  Tax 
Return,  1307 

942,  Employer's  Quarterly  Tax  Return 
for  Household  Employees  (for  Social 
Security),  1307 

943,  Employer's  Annual  Tax  Return 
for  Agricultural  Employees,  1307 

1040.     (See  Income  tax   returns.) 

1065.  (See  Partnership  Return  of  In- 
come.) 

6711,  Power  of  Attorney  by  Individual 
to  a  Bank  for  the  Collection  of 
Checks  Drawn  on  the  Treasurer  of 
the  United  States,  127 

OAAN-7003,  Request  for  Change  in 
Your  Social  Security  Records,  107 

OAR-7004,  Request  for  Statement  of 
Earnings,  108,  1319 


Form — Continued 

OAR-7014,  Statement  of  Earnings  Re- 
corded in  Your  Old-Age  and   Sur- 
vivors Insurance  Account,  1320 
SS-4,  Employer's  Application  for  Iden- 
tification Number,  1304 
SS-5,  Application  for  Social  Seciurity 
Account  Number,  107,  1304 
photocopy  furnished,  131 
SS-15.     (See  Waiver  certificate,  filed 

by  nonprofit  employer.) 
W-2,  Withholding  Tax  Statement,  1310 
Former  wife  divorced.     {See  Mother's  in- 
surance benefits.) 
Formulas    (see  also   Computation  of  ben- 
efits) : 

actuarial  reduction  formulas,  636 
1950  PIA  formula,  603 
1952  PIA  formula,  628,  633 
amendments  creating,  604 
conversion  to  1954  PIA,  table,  630 
1954  PIA  formula,  605,  632 
PIB  formula,  601 

revised  PIB  formula,  603,  617,  634 
Fraternity,  local,  domestic  service  by  stu- 
dent for,  820-821 
Fraud : 

false  statement  to  obtain  benefits,  1603 
list  of  offenses,  143-144 
penalties,  146 

responsibility  to  prevent,  142 
Friend,    representative    payee    preference, 

1509-1510 
FuU  time  life  insurance  salesmen,  727 

specific  requirements,  725 
Full  time  traveling  or  city  salesmen,  728 

specific  requirements,  725 
Fully  insured  status: 

alternate  rule,  quarters  after  1954,  207 
effect  of  having,  205 
quarters  needed,  206 
requirements  for,  206 
veterans  of  World  War  II,  209.     {See 
also  Veterans  benefits.) 


General  assistance  or  relief  to  needy,  2022 
Good  cause: 

extension  of  time  to  file  appeal,  etc., 

1913 
extension  of  2-year  filing  period,  1420- 

1421 
failure  to  report  deduction  event,  1728 
reopening    of    Bureau    determination, 

1902 
vocational  rehabilitation  refusal,  306, 
1727 
Gross  business  receipts,  defined,  1102 
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Gross  farm  income,  1137 
Guardian  for  child: 

representative    payee,    preference    as, 
1510 
Guardian  for  incompetent  adult,  1512 
evidence  of  appointment,  1513 
representative    payee,    preference    as, 
1509 

H 

Harvesting,  work  constituting,  808 
Health  services  to  mothers  and  children, 

2024 
Hearing : 

appeal  rights  after,  1911 
decision  by  examiner,  1910 
district  office  assistance,  1909 
extension  of  time  for  requesting,  1913 
how  to  request,  1906 
notice  of  time  and  place,  1908 
representation  by  counsel,  1909 
who  may  request,  1900 
Hearing  examiner: 

action  on  request  for  hearing  or  review, 

1907 
decisions  by,  1910 
Hobby,  status  as  trade  or  business,  1006 
Homeworkers  (home  craftsmen),  status  as 
employees,  729 

specific  requirements,  725 
Horticultural  commodities,  list,  805 
Household    employment.      (See    Domestic 

service.) 
Hurricane  labor  (on  farm),  809 
Husband,  defined,  325 
Husband's  insurance  benefits: 
amount  or  rate  of,  332 
definition  of  husband,  325 
events  causing  termination,  334 
one-half  support,  324D.    (See  also  Sup- 
port, one-half.) 

evidence,  2-year  filing  period,  331 
when  husband  must  have  received, 
330 
requirements,  324 
when  not  payable,  333 


Identity  of  employer,  730 

Idle-time  pay,  status  as  wages,  1226 

Ignorance   of  work   provisions,  reason  for 
overpayment,  1817 

Illegal   activities,  status  as  trade  or  busi- 
ness, 1004 

Illegitimate  chUd: 
dependency,  345 
right  to  benefits,  337-338 

Impairment,    medically    determinable,    506 

In  her  care.     (See  Child  "in  her  care.") 


Included-excluded  rule,  coverage,  869-870 
Income  tax  returns: 
copy  evidence  of: 

partner's  income,  1631 
partnership,  existence  of,  1010 
self-employment  income,  1630 
wages  earned,  1625 
due  date,  1315 

Schedules  C,  F,  and  SE,  1316 
Incompetent  adult  beneficiary: 

court  has  adjudged  incompetency,  1512 
evidence  of  incapability,  1502,  1511 

acceptable  medical  evidence,  1514 
guardian,  legal,  appointed,  1512 
evidence  of  appointment,  1513 
representative     payee     preference, 
1509 
preference    order   in    payee    selection, 

1509 
regains  competency,  1507 

evidence    of    present    competency, 
1515 
representative    payee,    when    required, 
1502 
Incompetent    person,    business   owned    by, 

1016 
Increment  years: 

use  in  benefit  computation,  627C,  634C 
legislation  affecting,  601,  603 
Independent    contractor     (factors    indicat- 
ing) : 

freedom  to  work  several  jobs,  712 
furnishing  of  tools,  etc.,  718 
hours  of  work,  711 
payment,  manner  of,  716-717 
profit  or  loss  realized  by,  720 
services  available  to  public,  722 
supervisor    or    foreman,    distinguished 
from,  709 
Informational  pamphlets.    (5ee  Pamphlets.) 
Initial  determinations  re  benefits,  1901 

finality  of,  1902 
Institution: 

representative  payee  preference,  1509- 

1510 
statement  re  beneficiary's  competency, 
1514-1515 
Insurance.     (See  Life  insurance  salesmen.) 
Insured  status: 

currently  insured  status,  210 
deceased  veteran,   deemed  status,  862 
disability  insured  status,  211-212 
fully    insured,    205-209.       (See    also 

Fully  insured  status.) 
requirement  for  specific  benefits,  chart, 

216 
requirement,  general,  200 
Interest  or  dividends,  as  earnings,   1105- 
1109 
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International  organization,  employment  for, 

848 
Interns  at  hospitals,  coverage,  824 
Interstate  instrumentality: 

defined,  906 

divided  coverage,  911 

referendum  held  among  employees,  912 
Irrigation  facilities,  operation,  812 


Joint   ventures,    1007.      (See   also    specific 
factor  under  Partnerships.) 


Labor  union: 

records,  evidence  of  wages,  1624 
welfare    plan,    disclosure    of    earnings 
information  to,  138 
Landlord   distinguished  from   business  op- 
erator, 1019 
Legally  adopted  child,  defined,  339 
Legitimacy  of  child,  337-338 
Life  insurance  salesmen,  727 

renewal  commissions,  1209 
Living  in  same  household,  436 
Loans  by  employer  to  employee,  1221 
Local  college  club,  821 

domestic  service  by  student  for,  820 
Lump-sum  death  payment: 

aliens  outside  the  U.S.,  1736 
amount  or  rate  of,  433,  447 

person  equitably  entitled,  447 
widow  or  widower,  436 
application   filing  period.      (See  Two- 
year  filing  period,  lump-sum  claims.) 
application,   when  not  necessary,  435, 

1417 
burial  expenses: 

contractual  obligation  to  pay,  440 
deceased's  estate  paid,  441 
foreign  currency,  446 
nonreimbursable,  listed,  444 
person  paying,  438 
person  paying  waives  benefits,  448 
plan,  system   or   general   practice, 

440 
proof  of  payment,  1619 
reimbursable,  listed,  443 
2-year  period  to  pay,  445 
consent  statements  from  relatives,  442 
deportation  of  worker,  1732 
equitable  entitlement,  439.     (5ee  also 

burial  expenses,  above.) 
funeral   director  buries  close  relative, 

439E 
general  discussion,  433 
living  in  same  household,  436 
reinterment  expenses,  443 
subversive  activities  conviction,  1741 


Lump-sum  death  payment — Continued 

waiver  of  reimbursement  for  burial  ex- 
penses, 448 
when  not  payable,  general,  434 
widow  or  widower,  when  paid  to,  436- 

437 
worker  died  before  9/58,  437 
Lump-sum    payment    of    railroad    benefits, 
2035 

M 

Magazine  vendors,  coverage,  830 
Maritime  taxes,  unpaid,  1733 
Marriage : 

after  divorce,  validity,  312 
annulled,  benefits  reinstated,  1744 
benefits  terminated  by,  when: 
chart  summarizing,  1743 
disabled  child  marries,  420 
void  marriage,  1744 
ceremonial  marriage,  310,  1610 
common-law  marriage,  311,  1611 
last    of   several    conflicting   marriages, 

313 
proof  of,  1610-1611 

common-law,  1611 
termination  of,  1612-1613 
divorce,  312 

proof  of  termination,  1613 
Material  participation  (farm)  : 
advice  and  consultation,  1128 
costs  of  production,  1125-1126 
decisions  by  landlord,  1130 
factors  in  determining,  1123 
importance  of,  1121-1122 
100  hour— 5-week  test,  1131 
paying  or  advancing  costs,  1129 
periodic  inspection,  1127 
test  I,  1124 
test  II,  1130 
test  in,  1131 
test  rv,  1132 
Maternal  and  child  health  service,  2024 
Maximum   average   monthly   earnings,  620 
Maximum  benefits,  623,  652 
family  maximum,  653 
chart  showing,  629 
child   entitled   on  more  than  one 

worker's  account,  659 
reduction,  how  made,  654 
Maximum  earnings  in  year,  1201 
computation  of  benefits,  614 
self -employment  income,  IIOID 
State  and  local  employees,  918 
wages,  1201 
Medical  doctors,  coverage,  824,  1027 
Medical    evidence   of    disability,    required, 
510 

restriction  on  disclosure,  131,  139 
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Medical    guides   for    disability    evaluation, 

514 
Medically    determinable    impairment,    506 
Migrant  farm  workers,  identity  of  employer, 

731 
Military  service: 

active  duty,  defined,  853 

for  training,  854 
Coast  and  Geodetic  Survey,  860 
coverage  after   1956,  851,   1205 
defined,  857 

dishonorable  discharges,  858 
foreign  allied  country,  859 
head  of  service  department  determines 

coverage,  etc.,  855 
member  of  uniformed  service,  defined, 

852 
Public  Health  Service,  860 
statute   of  limitation  suspension,   1327 
wage  credits  (before  1957),  856,  1206 
benefit  recomputation  to   include, 

650 
when  not  granted,  861 
wages  after  1956,  851,  1205 
Minimum  benefits,  624 
Minimum  wages    (nonprofit  organization), 

1204.     (5ee  also  Cash-pay  tests.) 
Ministers : 

chaplains,  1032 

earnings   erroneously   reported    to   In- 
ternal Revenue,  844 
employed    by    nonprofit   organizations, 

836 
employment    not   in   exercise   of   min- 
istry, 841 
excluded  as  employees,  840 
exercise  of  ministry,  defined,  843 
ordained,    commissioned,    or    licensed, 

defined,  842 
self-employment  coverage,  1028-1032 
self-employment,    net    earnings    from, 
1111 

U.S.  citizen  outside  U.S.,  1112 
waiver  certificates,  1029-1031 
Minor    child,    defined,     1503.      (See    also 

Child.) 
Missing  persons,  1614-1615 

presumption  of  death,   1615 
Mother's  insurance  benefits: 

child  in  care.     (See  Child  in  her  care.) 
rate  or  amount  of,  423 
remarriage  of  mother,  421E 

terminates   benefits,   when,   425F 
when  disregarded,  422 
requirements  for,  421 
support  of  divorced  wife,  421,  1618 
termination  events,  425 
when  not  payable,  424 


Murder  of  worker,  claimant  involved,  400, 
1616 

N 

Name,  changing  on  social  security  records, 

107 
Naval  service,  defined,  857.     (See  also  Mili- 
tary service.) 
Net  earnings  from  self-employment.     (See 
also  Self -employment  income.) 
business  expenses,  1104 
capital  gains  or  losses,  1110 
defined  and  discussed,  1100 
different  from  self-employment  income, 

1101 
dividends  or  interest,  1105-1109 
farm   income,   1136.     (See  also    Farm 
income.) 

nonfarm  earnings  or  loss,  1141 
optional  method,  1136-1144 
rental  income,  1121 
gross  receipts,  1102 
ministers,  1111-1112 
partnerships : 

death  of  partner,  1103 
dividends  or  interest,  1109 
reporting  income,  1317 
reporting  method,  1316-1317 
requirement  to  report,  1313 
tax  rates  schedule,  1314 
Newspaper  vendors,  829-830,  1024 
Nonbusiness  work,  825-826 

on  farm  operated  for  profit,  814,  825 
Noncovered  remunerative  activity    (outside 

U.S.),  1721 
Nonprofit  organizations,  employees  of: 
coverage,  general,  831,  839 
$50  minimum  pay,  832,  839, 1204 
ministers,  836 

nonconcurring  employees,  833 
noncovered  employees,  836 
State  or  local  retirement  system,  835 
validating    wages    reported    where    no 

waiver  was  filed,  837 
waiver   certificate.     (See   Waiver   cer- 
tificate, etc.) 
when  coverage  begins,  838 
Nurses,  student,  coverage,  823 


0 


Office  of  Hearings  and  Appeals,  review  of 
case  by,  1911 

claimant  dissatisfied  after,  1912 
extension  of  time  to  request,  1913 
notice  to  claimant,  1912 

Old-age  assistance,  2012 
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Old-age  insurance  benefits: 

also  entitled  to  another  higher  benefit, 

656 
amount  of,  301 

application,  when  not  required,  300 
death  of  beneficiary,  303 
requirements,  300 
•when  not  payable,  302 
woman  also  entitled  to  wife's  benefit, 

655-656 
women  age  62-64,  301.     (5ee  also  Re- 
duction of  women's  benefits.) 
Old-age,  survivors,  and  disability  benefits, 

101 
One-half  support.     (See  Support,  one-half.) 
Optional   method   of   computing   farm   in- 
come, 1136-1144 
Overpayment  of  benefits: 

adjustment   (withholding  future  bene- 
fits) ,  1807-1809 
change  of  Bureau  position,  1823 
defined  and  discussed,  1804 
liable  persons,  1805 

recovery  methods,  1806.     (See  also  Re- 
covery of  overpaid  benefits.) 
waiver  of  recovery.     (See  Waiver   of 
overpayment  recovery.) 
Overpayment  of  contributions  by  State  or 
local  employee,  918 


Packaging  farm  commodities,  813 
Pamphlets : 

disability,  514 

employer's  tax  guides,  1312 

railroad  benefits,  2042 

self-employment  taxes,  1100, 1318 

veterans'  benefits,  summary,  2047 
Parent : 

child  dependent  on.     (See  Dependency 
of  child.) 

defined,  427 

representative  payee  preference,  1510 
Parent-child  relationship,  1607 

adopted  child,  1608 

legitimacy  of  child,  337-338 

stepchild-stepparent,  341 
Parent's  insurance  benefits : 

definition  of  parent,  427 

one-half  support,  426E 

evidence,  2-year  filing  period,  429 
when  parent  must  have  received, 
428 

rate  or  amount  of,  430 

requirements  for,  426 

termination  events,  432 

when  not  payable,  431 
Parking  lots,  income  of,  1119 


Partners: 

status  as  employees,  702 
Partnership  return  of  income: 

evidence  of  partner's  earnings,  1631 
evidence  that  partnership  exists,  1010 
required  to  file,  1317 
Partnerships: 

associations    taxable   as    corporations, 

1012 
capital  interest,  defined,  1011 
death   of   partner,   distribution   of   in- 
come, 1103 
evidence  indicating  whether  parties  are 

partners,  1010 
factors  indicating  existence,  1008 
family  partnerships,  828B,  1009 

community    property   States,    827, 

1013 
transfer  of  capital  interest  to  fam- 
ily member,  1011 
farm,  1022 

husband-wife.      (See    family    partner- 
ships, above.) 
joint  ventures,  distinguished,  1007 
reporting  income,  1317 
securities  held  by,  1109 
self-employment  coverage,  1007 
Pay  envelopes,  evidence  of  wages,  1623 
Pay  period,  defined,  869 
Payee.     (See  Representative  payee.) 
Payment.    (See  Wages.) 
Payment  center,  functions  of,  116-119 
Payments  in  kind,  1203 
Penalties  for  false  statements,  146,  1603 
Penalty  deductions: 

child-in-her-care  cases,  1726 
dependents'  benefits,  effect  on,  1717 
excused  for  good  cause,  1728 
failure   to    file    timely   annual    report, 

1715 
foreign  work  cases,  1723 
how  penalty  operates,  1716 
Pensions  and  retirement  pay,  1218-1219 
Period  of  disability  established,  213 
Personal  services  to  disabled  child,  316 
Photocopy,  acceptability  as  evidence,  1603 
Physician,   resident   at   hospital,   coverage, 

824 
Physicians,  self-employment  coverage,  1027 
Physician's  statement : 

competency  or  incompetency  of  bene- 
ficiary, 1514-1515 
PIA.      (See  Primary  insurance  amount.) 
PIB.     (See  Primary  insurance  benefit.) 
Policemen   and  firemen    (State   and  local 

employment) ,  903,  910 
Political  subdivision,  defined,  906 
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Post  office  contract  workers,  1018 
Power  of  attorney : 

depositing  checks,  127 
right  to  act  as  representative  payee, 
1513 
Primary  insurance  amount  (PIA)   (see  also 
Computation  of  benefits)  : 
entitlement  after  8/54  and  before  1/59, 

631-634 
general  discussion,  608,  621 
maximum  PIA  after  1958,  624 
minimum  PIA  after  1958,  624 
months  after  1958,  622-625 
1950  PIA  formula,  603 
1952  PIA  formula,  628,  633 
amendments  creating,  604 
conversion  table  to  1954  PIA,  630 
1954  PIA  formula,  605,  632 
1958  PIA  method,  626 
using  PIA  table,  626 
when  used,  625 
rounding,  628 
tables,  629-630 

how  to  use  table,  626 
Primary  insurance  benefit    (PIB) : 
general  discussion,  601 
1946  amendment  changes,  602 
1950  amendment  changes,  603 
revised  PIB  formula,  634 

amendments     providing      (1950), 

603 
drop-out  years,  617 
revised  PIB  method,  625,  627 
Private  home,  defined,  818 
Prizes,  status  as  wages,  1230 
Profit-sharing    plan    for    employees,    pay- 
ments under,  1214^1216 
Proofs.     {See  Evidence;  and  specific  factor 

or  benefit.) 
Proprietary  function.  State  and  local,  902 
Public  assistance  programs   (see  also  spe- 
cific program) : 

amount  of  benefit  payments,  2018 
appeal,  right  of,  2021 
applying  for  assistance,  2020 
cash  payment  requirement,  2019 
disclosure  of  data  to  agencies,  134A 
Federal  funds,  how  State  obtains,  2017 
financing  programs,  2016 
kinds  of,  listed,  2010 
requirements  for  benefits,  general,  2011 
Public  Health  Service,  military  wage  credits, 

860 
Public  officials,  coverage,  1025 
Public    transportation    system    employees, 
904 


Quarters  of  coverage: 

charts   showing  number  required,  215 

currently  insured  status,  210 

defined  and  discussed,  201 

disability  benefits  or  freeze,  211-212 

farm  employees,  203 

fully   insured  status,  number  needed, 

206-207 
limitation   on   crediting    quarters,   202 
self-employment  income,  204 
wages  paid  after  1936,  203 

R 

Railroad  benefits: 

amount  of  annuities,  2034 

amount  paid  to  survivors,  2036 

disability  annuities,  2032 

general,  2030 

old-age  annuities,  2031 

pamphlets  explaining,  2042 

sickness  benefits,  2040 

when  not  payable,  2041 

survivors'  benefits,  2035 
amount  of,  2036 

unemployment  insurance,   2037 

disqualification  for  benefits,  2039 
requirements  for  benefits,  2038 

wife's  or  dependent  husband's  annuity, 
2033 
Railroad  compensation: 

recomputation,  649 

recalculation,  650 
Railroad  employment,  excluded,  868,  1207 
Railroad  Retirement  Board: 

application  for  benefits  filed  with,  1406 
Raising  (of  crops,  etc.) ,  defined,  807 
Real  estate  (see  also  Rental  income)  : 

profit  on  sale  of,  1114-1115 

rental  not  trade  or  business,  1019 
Recalculation   (see  also   Recomputation  of 
benefits) : 

disability  freeze,  648 

railroad  compensation,  650 
Recomputation  of  benefits: 

age  65,  women's  benefits,  647 

amendments    permitting    (1946),    602 

current  year  recomputation,  643-644 

disability  freeze  established,  648 

drop-out  recomputation,  645-646 

general  discussion,  639 

methods,  list,  640,  650 

military  service  wage  credit,  650 

1954   work   recomputation,    641-642 

railroad  compensation,  649 
Reconsideration : 

extension  of  time  for  requesting,  1913 

how  to  request,  1904 
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Reconsideration — Continued 

process,  described,  117,  1905 

who  may  request,  1900 
Records  employers  must  keep,  1311 
Records  kept  by  worker,  evidence  of  wages, 

1628 
Recovery  of  overpaid  benefits: 

adjustment   (withholding  future  bene- 
fits), 1807 

adverse  claimant,  1808 

civU  suit  by  U.S.,  1812-1813 

deceased  overpaid  person,  1807B,  1811 

methods  used,  1806 

refund  of  benefits,  1810-1811 

waiver.     (See  Waiver  of  overpayment 
recovery.) 
Reduction  of  benefits   to   maximum.    (See 

Maximum  benefits.) 
Reduction   of  women's   benefits    (age   62- 
64): 

back  benefits  involved,  637,  1414 

certificate  of  election  to  take  reduced 
benefits,  651 

chart,  638 

child  "in  her  care,"  321-322 

child  no  longer  in  her  care,  651 

child's  benefits  end,  651 

entitled    to    both    wife's    and    old-age 
benefit,  638,  1410 

general  discussion,  635 

method  of  figuring,  638 

months  counted,  637 

1956  amendments,  606 

old-age  benefits,  general,  301 

percentages  used,  636 

refiguring  at  age  65,  647 

widow's  benefits,  not  affected,  321 

wife's  insurance  benefits,  321 
Referee.      (See  Hearing  examiner.) 
Referendum : 

employees  eligible  to  vote,  907 

interstate  instrumentality,  912 

police  and  firemen,  910 
Refund  of  overpaid  benefits,  122-123,  1810 

estate  of  deceased  beneficiary,  1811 

return  of  check,  122 
Refund  of  overpaid  contributions,  918 
Reinstatement  of  benefits: 

adoption  of  child  revoked,  1745 

beneficiary  stops  work,  1718 

marriage  annulled,  1744 
Relationship  between  persons: 

parent-child,  1607.     (5ee  also  Parent- 
child  relationship.) 
Relative : 

representative  payee  preference,  1509- 
1510 
Relief  to  needy,  2022.     (See  also  Public 
assistance  programs.) 


Religious    orders.       (5ee    specific    factor 

under  Ministers.) 
Remarriage  (see  also  specific  factor  under 
Marriage)  : 

after  divorce,  validity,  312 
annulled,  benefits  reinstated,  1744 
benefits  ended  by,  1742-1743 
presumed  valid,  when,  313 
Rental  income: 

commercial  or  business  property,  1116 
exclusion  from  social  security,  1113 
farm  rental,  1121.     (5ee  also  Material 

participation.) 
investment  property,  1114 
landlord  performs  services,  1117-1118 
parking  lots,  1119 
real  estate  broker,  1115 
real  estate  held  by  dealer,  1114 
rooms  or  apartments,  1116 
two  or  more  operations,  1120 
warehouses,  1119 
Reporting  requirement.     (5ee   Annual  re- 
port  of  earnings;    Tax  returns.) 
Representation  by  counsel,  right,   1914 
Representation,  fee  that  may  be  charged, 

1915 
Representative  payee: 

child   (minor)   beneficiary,  1503 

preference   order  in   payee   selec- 
tion, 1510 
defined  and  discussed,  1500-1501 
duties,  1504 

incompetent    adult    beneficiary,    1502. 
(5ee   also   Incompetent  adult   bene- 
ficiary.) 
liability  for  overpayment,   1805 
civil  suit  by  U.S.,  1813 
payee's  own  benefits  withheld, 
1807C 
new  payee,  when  selected,  1506 
order  of  preference  in  selection,  1509- 

1510 
proper  use  of  benefits  described,  1505 
selection  factors,  1501,  1508 
welfare  of  beneficiary,  1508 
Retirement  age  for  women  lowered,  606 
Retirement   pay,   excluded  from  social  se- 
curity, 1218-1219 
Retirement  plan  of  employer.     (See  Wel- 
fare, retirement  or  medical  plan.) 
Retirement  systems,  Federal,  850,  2049 
Retirement  systems  in  general,  2048 
Retirement  systems   (State  and  local)  : 
benefits  provided  by,  etc.,  2050 
coverage  group,  909 
coverage  of  employees,  907 
defined  and  discussed,  908 
divided  into  two  parts,  911 
"ineligibles,"  901,  907 
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Retirement  systems — Continued 

nonprofit  organization  employees,  835 

"optionals,"  911 

police  and  firemen  under,  910 
Retroactive  (back)  benefits,  1413-1414 

disability  insurance  benefits,  502 

women  age  62-64,  637,  1414 
Retroactive  coverage.  State  and  local,  913 
Review  of  record : 

district  office  assistance,  1909 

extension  of  time  for  requesting,  1913 

hov/  to  request,  1906 

Office    of   Hearings   and   Appeals,   by, 
1911-1912 
Revised  PIB  formula,  603,  634 

drop-out  years,  617 
Revised  PIB  method,  625,  627 
Rounding  domestic  service  wages  to  near- 
est dollar,  819 
Rounding  of  benefit  rates,  660 

average  monthly  earnings,  609 

primary  insurance  amount,  628 
Royalties  received  by  writers,  1014 


Sale  of  farm  products,  809 

products  grown  in  prior  years,  1134 
Salesmen,  full-time  traveling  or  city,  728 

specific  requirements,  725 
Schedules  C,  F,  and  SE,  1316 
Secondary  evidence  of  wages,  1622-1628 
Securities  (stocks  and  bonds)  : 

dealer  in,  1106 

dividends  or  interest,  1105-1109 

partnership,  1109 

stock  broker,  1108 

trade  or  investor,  1107 
Self -employment  coverage : 

chaplains,  1032 

Christian  Science  practitioners,  1028 

court  reporters,  1026 

estate  operates  business,  1017 

farm  partnerships,  1022 

fiduciaries,  1015 

general  discussion,  1000 

hobbies,  1006 

illegal  activities,  1004 

ministers,  1028-1032 

multiple  enterprises,  1005 

newspaper  vendors,  1024 

occupations  covered,  list,  1000 

partnerships,    1007.     (See    also    Part- 
nerships.) 

physicians,  1027 

post  office  contract  workers,  1018 

public  officials,  1025 

share  farmers,  1020-1021 

trade    or    business,    1001.     (See    also 
Trade  or  business.) 


Self -employment  coverage — Continued 
trust  beneficiary,  1016 
writers  who  get  royalties,  1014 
Self -employment  income : 
defined,  1101 

different  from  net  earnings  from  self- 
employment,  1101 
evidence  to  establish,  1629 

copy  of  income  tax  return,  1630 
partnership   involved,   1631 
fiscal  year  basis,  615 
maximum  in  year,  IIOID 
part  of  taxable  year  involved,  615 
quarters  of  coverage  based  on,  204 
substantial   services    (deductions   from 
benefits),  1710-1711 
Separation   of   mother   and   child    (in   her 

care) ,  317-320 
Serviceman : 

death   outside   U.S.,    lump-sum    claim, 
1418 
Seven-day  foreign  work  test,  1719-1723 
Share   farmer,   self-employment,   1020-1021 

partner  distinguished  from,  1022 
Sick  pay,  status  as  wages,  1212-1213 
Sickness     benefits     for    railroad     workers, 

2040-2041 
Signature  by  mark  on  application,  1411 
Signature  by  mark  on  check,  125 
Simultaneous  entitlement,  655 

benefits,  how  paid,  656 
Six-month   waiting  period,   disability,  304, 

502 
Social  security  account  number: 
application  for,  107,  1304 

photocopy  furnished,  131 
care  in  using,  1302 
how  to  obtain,  107,  1304 
purpose  of,  1301 
Social  Security  Act,  programs,  100 
Social  security,  administered  by  Bureau  of 

Old-Age  and  Survivors  Insurance,  105 
Social  security  benefits,  defined,  101.     (See 

also  Benefits.) 
Social  security  district  office,  106,  111-115 
Social  security  payment  center,  116-119 
Social  security  records  kept  in  Baltimore, 

128-129 
Social  security  tax  rates,  1305.     (See  also 

Taxes:  social  security.) 
Soil  Bank  payments  to  farmers,  1135 
Soldier's  and   Sailor's  Civil   Relief  Act  of 

1940,  1327,  1419 
Spouse,    representative    payee    preference, 

1509 
Star  route  mail  carriers,  1018 
Starting  dates   (benefit  computation),  610- 
611 
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State: 

defined,  906 

liability  for  contributions,  917 
welfare  and  assistance.      (See  Public 
assistance  programs.) 
State  and  local  government  employment: 
agreement  for  coverage.    (See  Federal- 
State  agreement.) 
contributions  by  State,  917,  1309 
court  reporters,  1026 
coverage  groups,  900 

nonretirement  system,  901 
optional  exclusions  from,  905 
retirement  system,  909 
disclosure  of  data,  136 
"divided  coverage,"  911 
effective  dates  of  coverage,  913 
employee,  defined,  906 
employee    works   for   more   than    one 

entity,  918 
excluded  types  of  work,  903 
exclusions,  optional,  905 
general  discussion,  900 
"ineligibles,"  901,  907 
instrumentality,  defined,  906 
liability  of  State  for  contributions,  917 
"optionals,"  911 

policemen  and  firemen,  903,  910 
political  subdivision,  defined,  906 
proprietary  functions,  defined,  902 
public  officials,  1025 
public  transportation  system,  904 
retirement    system.      (See    Retirement 

system.) 
retroactive  coverage,  913 
wage   reports   and   contributions,   917, 
1309 
Statement  of  Earnings  Recorded  in  Your 
Old-Age    and    Survivors    Insurance    Ac- 
count, Form  OAR-7014,  1320 
Statements  of  people,  as  evidence  of  wages, 

1627 
Statute    of    limitations     (see    also    Retro- 
active (back)  benefits)  : 

benefit  loss  for  failure  to  file  annual 

report,  1712 
correcting  earnings  records,  1324^1325 
exceptions,  1325 
extension,  1326 
filing  proof  of  support.     (See  Two-year 

filing  period,  etc.) 
lump-sum  claims.    (See  Two-year  filing 

period,  etc.) 
suspension  for  military  service,  1327 
Stepchild-stepparent  relationship,  341 
proof  of,  1609 

time   requirements    (child's   benefits), 
341 


Stockbrokers,  1108 
Stocks.     (See  Securities.) 
Strike  payments,  status  as  wages,  1225 
Student  employment,  822 
nurses,  823 

school,  college,  or  university,  822 
service  for  local  coUege  club,  820 
Student  nurses,  coverage,  823 
Substantial  gainful  activity,  504 
Substantial     services      (deductions     from 

benefits),  1710-1711 
Subversive  activities  conviction: 

benefit   forfeiture,  general,   1737-1738 
benefits   of   others   on   same  account, 

1739 
dependents'  benefits,  effect  on,  1739 
lump-sum  death  payment,  1740 
pardon  of  convicted  person,  1741 
Suit  by  U.S.  to  recover  overpayment,  1812- 

1813 
Support   of  child.      (See   Dependency   of 

child.) 
Support,  one-half,  326-328 

contributions  to,  defined,  326 
definition  of  support,  328 
divorced  wife's  support,  421,  1618 
evidence  of  support,  1618 
general  discussion,  1634 
husband's  support,  324D 

2-year  period  to  file  proof,  331 
when  husband  must  have  received, 
330 
parent's  support,  426E 

2-year  period  to  file  proof,  429 
when  parent  must  have  received, 
428 
reasonable  period,  12  months,  326 

less  than  12  months,  327 
rule  for  determining,  329 
time  limit  on  filing  proof,  1422.     (See 
also  Two-year  filing  period,  proof  of 
support.) 
widower's  support,  408E 

2-year  period  to  file  proof,  412 
when  widower  must  have  received, 
411 
Survivors  benefits: 

general  discussion,  400 
railroad  benefits,  2035-2036 
recomputation,  642,  644,  646 
veteran's  survivors,  2045 
when  not  payable,  400 

felonious  homicide  of  worker,  1616 
withheld,      deceased     was     overpaid, 
1807B 
Suspension  of  benefits.     (See  Deductions 
from  benefits.) 
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Tables  and  charts: 

annual  earnings  test,  1701 
benefit   (computation)   tables,  629-630 
how  to  use  table,  626 
reduction  of  women's  benefits,  638 
benefit    termination,    events    causing, 
1742 
marriage  of  beneficiary,  1743 
farm  income,  optional  method,  1142 
insured  status  needed  for  specific  ben- 
efits, 216 
marriage,  effect  on  benefits,  1743 
maximum  wages,  1201 
nonpayment  of  benefits,  situations,  1700 
proofs   required   for   various   benefits, 

1600 
quarters  of  coverage  requirements,  215 
social  security  tax  rates,  1305 

self -employment  rates,  1314 
time  limitation  on  correcting  earnings 
records,  1324 
Tax-exempt  organizations.     (See  Nonprofit 

organizations,  employees  of.) 
Tax    return,    income.      (5ee    Income    tax 

returns.) 
Tax  return  (social  security)  : 
due  dates,  1308,  1315 
forms  used  by  employers,  1307 
information  needed  for,  1304 
Taxes : 

contributions       under       Federal-State 

agreement,  917,  1309 
income.     (5ee  Income  tax  returns.) 
paid  on  employee's  behalf,   status  as 

wages,  1231 
pamphlets  explaining,  1312,  1318 
self -employment  rates,  1314 
social  security: 

deducting,  1306 
disposition  of,  103,  1303 
paying  to  Internal  Revenue,  1304 
rates  table,  1305,  1314 
withholding  statement,  1310 
unpaid  maritime  taxes,  1733 
Termination  of  benefits   (see  also  specific 
benefit) : 
adoption  of  child,  1742 
chart    showing    events,    general,    1742 
disability  benefits,  307 
marriage  of  beneficiary,  1743-1744 
Termination    of    Federal-State    agreement, 

914-916 
Timber,  income  from  sale  of,  1139 
Time  limitation.      (See  Statute  of  limita- 
tions. ) 
Tips,  status  as  wages,  1229 


Trade  or  business    (see  also   Self-employ- 
ment coverage;  and  specific  occupation) : 

administrator  of  estate,  when  engaged 
in,  1015 

carried   on   outside    U.S.,    deductions, 
1720 

carried  on  through  employees,  1002 

defined  and  discussed,  1001 

estate  operates,  1017 

excluded  services,  1023 

hobbies,  1006 

illegal  activities,  1004 

land  owner,  distinguished  from  busi- 
ness operator,  1019 

length  of  time  engaged  in,  1003 

more  than  one  operated  by  same  per- 
son, 1005 

partnerships.     (See  Partnerships.) 

renting  distinguished  from,  1019 

transfer  of,   after  retirement,   1711 
Training  pay  for  veterans,  wages,  1228 
Transfer  of  business  after  retirement,  1711 
Translation  of  foreign  documents,  1603 
Transportation  system,  public,  904 
Traveling  expenses  paid  to  employee,  1232- 

1234 
Traveling  or  city  salesmen,  full  time,  728 
Treason   and    similar   crimes,    benefit   for- 
feiture, 1737-1741 
Trust,  beneficiary  of,  trade  or  business,  1016 
Trust  funds,  social  security,  103 
Turpentine  production,  810 
$1,200  rule.     (See  Annual  earnings  test.) 
Twenty-day  work  test,  agricultural,   801A 
Twenty-four  day  work  test: 

domestic  service,  816 

nonbusiness  work,  825 
Two-year  filing  period,  lump-sum  claims: 

extension,  conditions  for,  1420 

general  discussion,  435,  1417 

serviceman  dies  outside  U.S.,  1418 

Soldier's  and  Sailor's  Relief  Act,  1419 
Two-year   filing   period,   proof   of   support, 
1422 

husband's  benefits,  331 

parent's  benefits,  429 

widower's  benefits,  412 
Two-year  period   to   pay   burial    expenses, 
445 

U 

Uncashed  benefit  checks,  payee  dies,  1802- 
1803 

Underpayments,  1800-1803 

Unemployment  compensation  agency: 
disclosure  of  information  to,  134B 
findings,  evidence  of  wages,  1626 

Unemployment  insurance: 

amount  of  weekly  benefits,  2004 
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Unemployment  insurance — Continued 

Federal     civilians     or     ex-servicemen, 

2008 
filing  claim  for  benefits,  2006 
number   of    weeks    benefits   are   paid, 

2005 
program,  discussed,  2001 
railroad  workers,  2037-2039 
requirements  for  benefits,  2003 
right  of  appeal,  2007 
State  laws,  2002 
veterans  benefits,  2008-2009 
Uniformed  services,  member,  defined,  852. 

{See  also  Military  service.) 
Union.     (5ee  Labor  union.) 
United  States: 

civilian  employment,  850 
employment  outside,  863 
deductions,  1719-1723 
subsidiary    of    domestic    corpora- 
tion, 865-867 
Unpaid  maritime  taxes,  1733 
Use   of   benefits    by   representative    payee, 
1505 


Vacation  pay,  status  as  wages,  1227 
Veterans  Administration : 

application  for  benefits  filed  with,  1406 

list  of  benefits  provided,  2044 
Veterans  benefits: 

deemed  insured  status  cases,  862 

general  discussion,  2043 

kinds  administered  by  other  agencies, 
2046 

kinds  administered  by  VA,  list,  2044 

not  counted  as  wages  for  social  secu- 
rity, 1228 

pamphlet  summarizing,  2047 

survivors'  benefits,  2045 

unemployment     compensation,     2008- 
2009 
Vocational  rehabilitation : 

disclosure  of  data  to  agencies,  134C 

good  cause  for  refusal,  306,  1727 

refusal,  306,  1727 

refused  by  disabled  child : 

effect   on  mother's   benefits,   1725 


W 


Wage   credits   for   military   service.      (5ee 

Military  service.) 
Wages: 

advance  payments,  1220 

back  pay,  1223 

bonuses,  1222 

commissions,  1208 


Wages — Continued 

constructive  or  actual  payment,  1202 
defined,  1200 
dismissal  pay,  1224 

employee     furnishes     business     equip- 
ment, 1235 
employees   over   retirement    age,    1219 
evidence : 

copy  of  income  tax  return,   1625 

general  discussion,  1621 

kinds  of,  listed,  1621-1622 

labor  union  records,  1624 

pay  envelopes  and  other  unsigned 

statements,  1623 
personal  records  of  worker,   1628 
secondary  evidence,  1622-1628 
statements  of  fellow  employees  and 

others,  1627 
unemployment  compensation  agen- 
cy findings,  1626 
idle-time  pay,  1226 
loans  to  employees,  1221 
maximum,  1201.     {See  also  Maximum 

earnings  in  year.) 
minimum      (nonprofit      organization), 

1204.     {See  also  Cash-pay  tests.) 
nonwork  payments,  1236 
prizes  or  awards,  1230 
profit-sharing  plan,  1214-1216 
quarters  of  coverage  based  on,  203 
reporting  by  employer,  1304 
rounding  to   nearest   dollar    (domestic 

service),  819 
sick  pay,  1212-1213 
strike  payments,  1225 
taxes  paid,  1231 
tips,  1229 

traveling  expenses,  1232-1234 
vacation  pay,  1227 
veterans  training  pay,  1228 
Waiting    period    of    6   months,    disability, 

304,  502 
Waiver  certificate,  filed  by  minister,  1029- 

1031 
Waiver   certificate,  filed   by  nonprofit   em- 
ployer: 

effective  date  of  coverage,  838 
employees  who  do  not  concur,  833 
failure  to  file  or  late  filing,  wages  re- 
ported in  good  faith,  837 
requirement,  general,  831 
State  or  local  retirement  system,  835 
supplemental  list,  833-834 
Waiver  of  overpayment  recovery : 

"against  equity  and  good  conscience," 

1819-1820 
"at  fault,"  when  person  is,  1816 
Bureau  revises  determination,  1823 


260 


Waiver  of  overpayment  recovery — Continued 
death  of  overpaid  person : 

estate,  when  waiver  applies,   1821 
survivors'    benefits,    when    waiver 
applies,  1822 
"defeat  the  purpose  of  the  program," 

1818 
general  discussion,  1814 
"without  fault,"  defined,  1815 
"without  fault,"  situations  listed,  1817 
Warehouses,  income  of,  1119 
Waterways,   ditches,   etc.,  on   farm,   opera- 
tions, 812 
Welfare  programs.     {See  Public  assistance 

programs. ) 
Welfare,  retirement,  or  medical  plan   (for 
employees) : 

annuity  plan  payments,  1217 
disclosure  of  earnings  data  to,  138 
existence  of  plan  or  system,  1211 
payment  under,  not  wages,  1210 
retirement  pay  or  pensions,  1218-1219 
sick  pay,  1212-1213 
Widow,  defined,  402 
Widower,  defined,  409 
Widower's  insurance  benefits: 

application,  when  not  required,  407G 
definition  of  widower,  409 
events  causing  termination,  415 
one-half  support,  408E 

evidence,  2-year  period,  412 
when  widower  must  have  received, 
411 
rate  or  amount  of,  413 
remarriage  of  widower,  408C 

not  a  bar  to  benefits,  when,  410 
terminates  benefits,  when,  415C 
requirements,  408 
when  not  payable,  414 
Widow's     insurance     benefits      (see     also 
Mother's  insurance   benefits)  : 
amount  or  rate  of,  405 


Widow's  insurance  benefits — Continued 
application,  when  not  required,  403 
automatic  entitlement,  403 
definition  of  widow,  402 
remarriage  of  widow,  401D 

not  a  bar  to   benefits,  when,  404 
terminates  benefits,  when,  407C 
requirements  for,  401 
termination  events,  407 
when  not  payable,  406 
Wife,  defined,  309 
Wife's  insurance  benefits: 
amount  or  rate  of,  321 
definition  of  wife,  309 
events  causing  termination,  323 
reduced  for  age,  321.      (See  also  Re- 
duction of  women's  benefits.) 
requirements,  308 
when  not  payable,  322 
Withdrawal  of  claim,  1415 

how  to  withdraw  claim,  1416 
Withholding  benefits: 

adjustment  for  overpayment,  1807-1809 
beneficiary    works.      (See    Deductions 
from  benefits.) 
Withholding   Tax    Statement,    Form    W-2, 

1310 
"Without    fault,"    waiver    of    overpayment 

recovery,  1815,  1817 
Work  not  in  course  of  employer's  business. 

(See  Nonbusiness  work.) 
Work  test,  agricultural,  801 A 
Workmen's  compensation,  2027 

amount    and    duration    of    payments, 

2028 
medical  care  and  burial  expenses,  2029 
Writers  who  get  royalties,  1014 

Y 

Years  dropped  out.     (5ee  Drop-out  years.) 
Years  with  earnings  over  $200.      (See  In- 
crement years.) 
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